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AN AGENDA FOR THE fUTWRE 

, , ' -Reynold Levy^ and Wafdemar A. Nielsen* » 

^"^X^ . Introduction 



, The FilerXommisslon, the larj^st and most sustained effo'rt ever made to study 
private philanthropy Jn the United States, has funded a considerable body of 
information^ and analysis,^of varied quality, which begins to fill some^ iniportant gaps 
in our 'knowledge, feut, equafly, it has helped to iljuminate how niuch wq still do 
not know ?bout the immense nonprofit sector,, the terra incognita^ of American 
society^ ^ ' ^ ^ 

The Commission, has focused^fhuxrh of its research on, the problems of donors and 
private fund-giving institutions, to the neglect of the even larger problems of the 
vast array of private fund-using agencies and organizations, the sO'called donees, 
including their relations with government. In developing Its recommendations for 
pufillc policy rt has again largely concentrated pn the concerns*of major donors, 
philanthropic* foundatk>ns, and those provisions of federal tax li^ whlh impinge 
((irectly on their behavior. '^^^J^ 

This is unt^erstandabj^, given the originwfnd the composition of the Commission 
and giyejj the facPthat' foundations' and major' donbi;^ave been'Tieavily, struck by 
political ,and economic developments of recent year^. Even critics of the Filer 
Commission's approach would have to admit that philanthropy has been a major 
element Iq. sustainir^g mafiy of the "peaks of exQellenceV^ in Americlan higher 
education,^scientific research, and cultural life. To prevent a severe dislocation in 
■the private support^system vyhich has undergirded 'that precious range of institutions, 
is notoiily a legitimate but an essential tjnderta4cing in the national interest. , . !. 

However,, the jCommission's preoccupation with 'the problems of major donors 
and philanthropic foundations has had two consequences: it h^s given a defensive 
cast, a "shoringriap of the status quo" quality, to much' of, its product' And, when, 
the Cbmrnissiorr^concludes its activities in late 1975, it will neces'sarily leave a long 
important agenqa .of unfinished business which a successor or° successors will then 
have to deal withX ' ,*rw-^ ' '* 

This paper presents one perspective onwhat some of the priority items on that 
"agenda should .be.^ It also seeks to strike a more urgent, perhaps a more agressive, 
note're'garding the strategy for actioa which is called for^ . 

It is a premise of what follows that the Third Sector is not only a distinctive but 
a crucially important elefnent in the AnwicafTHemocratic, pluralistic system. And it 
is the authors' judgment that nonprofitjnstitutions are in serious trouble, possibly 
crisis. Their place in Atfterican life is in rapid decline relative to the role of govern-^ 
jnent. Their programs^aTe being inundated the expansion of government activities'^ 
m almost every ^ field. They are increasingly dependent' themselves on government 
funding. The flow /of private giving, individual and/^orporate, has failed to keep 
pace, with soaring dosts, Nvhich has further accelerated the relative shrinkage of their 
position. Many^Hrionprofit institutions aje making a bad situation worse by their 
poor performance and unresponsiveness to changir^ public requirements. And public 
opinion toward the private sector is in deep transition, with both negative and 
positive trends becoming increasingly apparent 

These, problems will not be solved by continued indifference; bfit neither will 
they be solved by mere /'thinking as usual" - by addiction to conventional ideas 

± ■ ^ . . / ^ 

^Aspen Institute for Humanistic Studies. ^ , ' ^ 

Aspen Institute for Humanistic Stu(iies; consuLt/nt on philanthropy and corporate responsibilities. 
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which can lead only to piecemeal, ameliorative, reactive steps. A bolder and more 
basic strategy is called for. Sr • 

To many, of course, this appeal will seem quixotic. For there is a rather wide- 
spread belief that time has overtaken the venerable old private nonprofit sector, that, 
its continuing prominence and influence in the United States is an historical/ 
anachronism, that it has virtually disappeared in every otl}er developed^ Western 
socpty and will inevitably disappear here too. >. 

Thi^ may be a great and penetrating^ insight into the larger social, poTttical, and 
psychological trends of our times. But it may also be a death notice that is 
premature, a repetition of the Spenglerian brand of misperception. In any event it is 
not the view of the authors, to whom many of the problems of the Third Sector, 
serious as they are, seem still to be remediable - the funding problems, the rela- 
tions with government, the probleqis of poor institutional performance, and the 
problems of ambivalerrt public attitudes. They will, however, be correctable only if 
mindless neglea, smallness of view, and faintness of spirit are replaced by an 
approach more scaled to the full magnitude of the needs and the potentialities. That 
is the assessment of the situation, and the underlying conviction, from which 
proceed the following suggestions for a future action agenda. 



THE NEED FOR INFORMATION, ANALYSIS, AND IDEAS 

The Third Sector <s not only in worrisome difficulty,- it is plunging about^ke a 
frightened h^orse in a dark swamp, igporant of its problems and unable t^ftnd Its 
way back to firmer ground. If it is ever to do so, its most elementary need is for an 
adequate bi^se of information, tl^alysis, and actionable ideas. 

This i^a proposition so obvFously plausible - as regards almost any matter of 
national importance - that'it.runs the^risk of being accepted without being fully 
understood. Therefore, some elaboration is necessary. 

Quite ap^rt from the qualitative contribution which the private voluntary sector 
may have made ta'^dtversity and freedom Jn this country, it is In simple economic 
terms - the manpower it employs, the funding it receives ahd dispenses, and the 
immense inputs of volunteered services it is given by tens of millions of citizens -,a 
most consequential, element of^the American system. But, for ^^rne* mysterious 
reason, the assumption of publicpolicy has always been th^at once given legal status 
^nd .tax privileges, it required/no turther attention. Like the grass in the fields, it 
xould be left to survive and jfloxixish on its own. In the same spirit the national 
habit ha^ been to devote miisivd -resources and meticulous attention to gathering 
and analyzing information *(bout industry, commerce, agriculture, and labor and 
about governmental activities ^nd institutions at alMevets - but to devote neither 
resources aor study to the private nonprofit sector. ^ , <. • , 

Thus, todayywe hardly- know even its/ough dimensions. The Internal Revenue 
Service estina^s, for example, that ac^rding to its criteria there may be something 
between 600^^000 and 7OO,000t nonprofit entities in the country; other^ estimates 
conclude th'at the number is more onnhe order of 7 million.^ Almost equally wide 
discrepancies exi^t in estimates of the, volume of gifts* given, earned revenues, 
finan^iaf interflows with governmental institutions, and the value of non-monetary 
contributions, particuUrly volunteered service^,, received. 

More specificlnformation about particular categories of institutions, is equally 
inadequate. Thanks tcr-*e continuing work of the Carnegie Foundation » for the 
Advancement of Teaching at)d of the Carnegie Coipmission on Policy Studies in 
Higher Education whtch It has funded, a reasonably adequate body of information 
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has been developed regarding institutions of higher education. Bat nothing 
comparable exists regarding .nx)st of the major functional and institutional sub- 
categories in culturef education, science, health andj^elfare. Here and there, one- 
time efforts have 'been made, such as The Ford Foundation's study published in 
1974 of thie financial problems of 166 leading cultural institutions.^ Given the 
general absence of information, they have been welcorrje. But for anyone seeking an 
adequate and up-to-date factual basis upon which to develop analyses,' assessments 
of major problems, and proposals for action, the gaps encountered in almosf every 
field are defeating. 

If there is a paucity of basic factual information there is. an even worse 
deficiency concerning the interrelated special characteristics and special problems of 
broad sub-sectors of the'h^ge, aniorphous, and heterogeneous congeries of institu- 
tions composing the Third Sector. 

. ■ ' . 

Special Problems and Needs of the Social Action Movement 



v^A vivid example of this dangerous kind of vacuum relates to what can be called 
the Social Action Movement, which has flourished in the United States in the post- 
World War tl period. ("Social Action Movement" is used as a term of convenience 
to cover many disparate elejnents having in common only their active interest in 
social change. 4t is not intended to suggest thai they a/e coordinated under a singla-« — 
banner, much less an organization.) This movement Is defined to include that broad^ 
range of associations and organizations primarily concerned with the issues of social 
change — civift rights, anti-militarism, women's liberatioti, coqsumerism, environ- 
mentdlisn% an^i-poverty, neighborhood revitalization, public-interest law, and others. 
That it is large and active is self-evident; indeed it may be the most vigorous part of < 
the entire nonprofit sector. Likewise, that it is of great power in contemporary 
national life is also self-evident. A good many of the major milestones in recent 
American history. - the march on Selma, the Birmingham bus boycott, the Freedom 
Rider?, the March on Washington, the anti-Vietnam war demonstrations, Naderism, 
the National Environmental Protection Act, and the proposed Equal Rights Amend- 
ment to the Constitution - are all evidfince of the influence of one or another 
element off\the SAM. 

Some o'Bserv^rs would go even further and say that the movement is not only 
generating major transformations in American life but is contrib.uting powerfully to 
trends of change throughout the world. TKe French commentator and critic, 
Jean-Francois* Revel, writes in hi5 widely read^bobk. Without Marx or Jesus: "... 
One of the most kriking f^turfes of the past decade is that the only new revolu- 
tionary stirripgs in the world have had iheir prigin in the United States. From 
America has come the sole revolutionary innovation which can 6a described as truly 
original. I mean the complex of new oppositional phenomena designated by the 
term *dissent'.'''^ ' * ' . ' 

Whether or not one agreej with such an estimate df the globaliimpiprtance of the 
SAM^ it has to be regarde'd as an historic new phasie* in the tr/aition of American 
social activism — a tradftibp that goes b^Ck at least to the agrarian movements and 
the rise of trade uniom^mjn the nineteenth century if not to the Bosffin Tea Party 
- and yet the circumrances out of which it has sprung remain essentially unknovyn, 
and its special characteristics and heeds, as of today, remain unrecognized. 

In sharp contrast to traditional nonprofit agencies such as universities and 
hospitals, the SAM is on the -whole amorphous and non-institutionalized. It has* 
relatively little bi^efit, or handicap, of physical facilities and full-salaried employees. 
IV seems to have relatively little hierarchical .governance apparatus; many of its , 
component groups 3i:g.^ct_h.CLC^^temporary,-.and informal in operation. Because of 
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this relatjve lack of institutional "crust/* elements of the movement frequently 
display an unusual;flexibility, adaptability, and ingenuity. ' ' ^ \ ^' 

The financing of the many disparate elem^ts of the SAM is as special and 
div^se as' its structural features* The major part of its ^resources appear to be 
contributed in the form of volunteered services by its members. In addition, the 
participants make a considerable (though not precisely kn6wn) further contribution 
in the form of personal gifts ^and rnembership fees. Certain elements of the move- 
ment, such as those working wiffi *low-iricome minority groups in the large cities, 
have benefited directly and indirectly by funding from federal government agencies 
- the Office of Economic Opportunity, the Department of Labor, the Department 
of Commerce, the Department of Justice, the Department of Housing and Urban 
Development, HEW, VISTA, and others. Combined with such government funding 
has "been a certain amount of support from major churches and their affiliated 
organizations. . ' ^ , . ; 

A few elements of the movement have received valuable foundation assistance. 
This has com^ on the whole from a few large foundations with a somewhat activist 
point of view and from a number of '^anti-establishment" medium- and smaller-sized 
foundations. This help, well documented in the aicellent study for the*- Filer 
Commiision by Sar^h C. Carey has in a number of cases had ar\, extraordinary 
impact upon public policy. That some philanthropic foundations, despite their 
"capitalistic" origins, and governance, have nonetheless made useful contributions td 
agencies working for social change is noteworthy. Equally noteworthy, however, is 
that despite the unusual effectiveness of a number of such grants, only^^a tiny 
minority of foundations have contributed to SAM ^ Components and only a very 
small fraction o.f total foundation grants have gone to tbem. 

But now it appears that the Social Action Movement is encountering a combina- 
tion of serious obstacles to its further progress. The general condition of the 
economy has diminished its flow of individual contributions. Government funding 
hitherto available has now largely dried up. A considerable portion of church 
contributions formerly available now seems to have disappeared. And the level of ■ 
foundation grants has likewise fallen off. ^ 

Along with growing financial difficulties have come other kinds of problems: at 
one point many leaders of the^ movement were convinced that organizations 
' concerned with social change rather than with more traditional forms of charitable 
and educational activity were be'ing subjected to harassment by the IRS. The case of 
'the Center for Cofporate Responsibility was, for example, taken as concrete 
evidence of a generally hostile attitu^le on the part of the federal administration. 
The actions of the Congress in 1969 in restricting "grassroots lobbying" and its 
deterrence (Si direct lobbying by nonprofit organizations was regarded as evidence of 
legislative impediments being added to executive ones. "^ "^ - 

. From the judiciary has come further injury. In the matter of so<alle(K'class^ 
action" suits by consumer and environmental organizations, the courts after an 
initial period of tolerance have nnore recently begun to lay down stricter require- 
ments "regarding '^standing" and notification which attorneys for these organizations 
feel have seriously ^crippled their^efforts to seek redress thrdugh legal action in 
extremely impoftant areas of corporate mrsconduct. 

' A second example of detrimental judicial action has been the" more recent 
decision of the Supreme Court denying to public-interest law firms their claimed 
right to be reimbursed for their fees in those cases in which the verdict, was in- their 
" favor'.^ As a direct consequence of the' Court's decision, not only has an immediate 
possibility of funding been choked off but, even more discouraging, the hope df-the 
^ ^public-interest law movement to become substantially self-supporting through such ' 
court-authorized fees, with all that such an achievement would mean in terms of 
dignity, strength, and growth of the movement, has now been extinguished. 




Ln sum, gixcn th^ nature and purposes of the components of SAM> it faces a. 
range of profl^ms. ^icH*are ^quite different from those of, for example, hospftals 
and umversitjcss. Its finding prdblenis are unique; and its need for Jegislative f*^dress 
of the adverse acti6ps which have' been taken by legislatifi, administrative, and 
judiciaf branches of government are distinctive. 

But because ot^a lack of anything resembling adequate information about these 

partitular matters, no objective or documented basis exists for the formulation of 

public policy -"and private policy -.proposals to keep this ifnmensely important, 

experimental, and adaptive element in American pluralism in a strong condition of 

effectiveness.: ,1 , •{ 

« • 

The Impacts of Stag-Flation on the Private, 
^ Nonprofit Sector 

[ 



A second towering example of the ignorance which prevails about the Third 
Sector — ignorance in this case about major societal" impacts on its fundamental 
\^billty — relates* to the consequences of stag-fUtien, 

In recent years, as everyone is. acutely aware, the United States has been afflicted 
by an unprecedented combination of contradictory economic trends - a severe 
slump In the security markets combined with an extremely high rate of inflation in 
wage costs, capital costs, and consumer prices. No element of the nation appears to 
have been more severely struck by this development than the private nonprofit 
sector. It seems quite possible that our precious pools of social capital represented 
by university and hospital endowments and by foundation portfolios may have been' 
drying up in the course of the past decade at a rate so precipitous that it^perma- 
nently dislocates whatever bal^mce may have been maintained in the past between 
private and ^public activity and significantly alters the role that private, nonprofit 
institutions can hope to play in the future. For\example, fragmentary evidence 
discloses that the purchasing power of The Ford Foundation portfolio in 1975 
(purchasing power meaning market value of its securities discounted for inflation) is 
today only 17 percent of what it was just 10 years ago. In. the case of the Carnegie 
Corporation, possibly a more typical situation, its portfolio in 1975 Jh6 just 34 
percent of the purchasing power it had in 1964. Has the same erosion occurred in 
the endowments of private liberal, arts colleges? private voluntary hospitals? 
privately ^ supported centers of scientific research? private medical schools and 
teaching hospitals?' * ^ 

Thb problems are even more complex — and the data stilMesi available — when 
one se^ks to understand the total financial situation of different major categories of 
private nonprofit institutions. What has been happening to their capiul-, labor, and 
other costs? What is happening to their ifiCome earned through service fees and 
tuition? To their endowment income? The flow of, private, individual contributions 
they receive? 

To these and similar questions there are, as of now, simply no reasonably 
adequate answers. 

The shocking conclusion which has to be drawn is the following: the combina- 
tion of economic conditions that has prevailed for the past three years may have 
de^tt devastating and permanent damage to the position^ even the siupival, of large 
elements of the Third Sector; but as of late 1975, based on the few bits of 
prganized evidence that have been assembled, we have little more than an impres- 
sionistic basis for trying to decide whether there, exists a major crisis or only acuje 
localized distress and, if fhe latter, which institutional categories have been more or 
less i'avely agected. To state the obvious, without basic data and underlying 
'analysis pn wnich to judge the nature and severity of. the problem, sound and 
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p^rsuasrve proposals for remedial action cannot be formulated. And without them , 
that horse in the swamp could die there. 
What, then, should be done^ ^ 

fundamentally, what is needed is to begin to take the Third Sector seriously - 
to recognize that if we do not begin to develop our knowledge about it and to give 
thought to its condition, there is no possibility in the face of the rapid changes 
taking place in every*' aspect of American 'society that it can hope to remain a 
signifioant factor in our national pattern of pluralism. • * 

More concreteJy, the first action called for is to elaborate a comprehensive 
stt-ategy for a continuing program of organized data^athering and systematic study. 
(Some small beginnings in this 'direction have recently been taken, particularly the 
Workshop organized in early 1974 by the Center for Voluntary Society (now 
defunct) with aVant from the National Science Foundation to identify the priority 
policy research needs -pf private, voluntary organizations.) 

Second, once sucCia geheral strategy is elaborated there must be created for the 
first time a network j&W^least a few important research professorships and research 
centers devcned to the ongoing study of the nonprofit sector in its various aspects. 

In order for that kind of network to be developed, major sources of funding will 
of course have to be found. Traditjonally, the private sector, for reasons either of 
short-sightedness or of primary concern for the needs of its, clientele, or both, hks 
not b6^n willing to invest significant funds, in its own needs for research and 
planning. And as regards the federal governhient, the Third Sector has always.been 
left at the bottom of its lis't of research priorities. 

In the final section of this document a concrete proposal as to how such funding 
nnay be found is offered. 

H 

' THE NEED FOR NEW APPROACHES TO THE INTENSIFYING ^ 
ISSUES AT THE INTERFACE WITH GOVERNMENT 



The relatively tidy eighteenth and nineteenth century conception of separate 
areas of responsibility for government and the private sector in matters of educa- ^ 
tion, health care, scientific research, culture, and social welfare has long since 
eroded aw^y. At an accelerating Tate for more than a century government'at all 
levels has been moving into and taking over primary responsibility for planning, 
policy making, funding, and administration of activity in virtually every field • 
(except the constitutionally reserved area o'f religion) that at one time was thdught 
of as a primary responsibility of the private sector. The reasons for this repjacement 
of private responsibility by that of government are many and complex: changing 
concepts of the proper role of government in* a modern, democratic state; the sheer 
magnitude of problems and of publk demands for services which have outstripped 
the resources and capacities of the private se(itor; the simple failure of private 
institutions in some instances to perform effectively in fulfilling their responsibil- 
ities; the internal dynamics of large governmental bureaucracies to enlarge and 
expand their sphere of activity arnd Influence; and, possibly, even^the very nature of 
the American^Jlitical system whereby cert^n groups find it more ^ssible to exert 
their demands for broadened social services upon government poliljy and agencies 
than upon elements of the private sector. ^ ^ / 

Whatever the reasons that have brought" about a spreading preponderance of 
government in fields relevant to the rote of the pr-ivate ^ctor, there can' be no 
doubt of that preponderance.' / 

Moreover the thrust of government extension is far from spent. In recent years, 
O i dowir to the present, governmental programs in areas such as scientific research. 
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social welfare (including pre^hool education and mental health), civil rights, 
environmental protection, and the advancement of the arts and humanities have 
continued to' grow. And with the advent of massive new programs such as national 
health insurance, it seems likely^thart the shift .of weight to the government side will 
not only continue but accelerate as the political force of wliat has been called the 
"revolution of rising entitlements'* rolls on. ^ 

Thus, ^the old divisions and jurisdictional lines between government and the' 
, private, nonprofit sec.tor^e virtually gone. The old "balance," such as it was, has 
been dramatically altered. The new reality oT the relationship is interpenetration and 
interdependence. 

( . 

The Fearful Assymetry 

The private nonprofit sector and government at all le\Ils are now locked in one 
another's^mbrace by ineluctable circumstances - and by choice. Third Sector 
org^nizatiwis seek government resources sometimes for reasons of simple survival, 
other sources of private revenue having diminished or disappeared. ^More often theyj 
find it a most valuable additive to their basic private^ support, enabling them to 
undertake programs and perform services on a scale that would \>c impossible 
without it. ' 

From the governmental side, administrators and legislative bodies sometimes see 
virtue in delegating a wide varfety of tasks to universities, research centers, and 
voluntary associations ^ut of a belief that their reservoir of e^xperience and talented 
personnel and their capacity to mobilize private citizen energy give them capabilities 
that government needs and does not have. The public utilization of nonprofit 
agencies is also prompted by a desire sometimes to circumve/it government civil 
service restrictions, ^af^y limitations, personnel allotments, and budgetary and audit 
controls to which direct governmental operations are subject 

But it is recognized by both parties thaj any formal boundary between the 
public and the private sector is breached the moment government dollars begin to 
flow into Honprofft agencies. In exchange for taking (Public money to support theic 
activities, private agencies necessarily accept, in sonje degree, a' dependence -upon 
and responsibility to their official financiers. - 

The hazards in the situation for the recipient agencies are great, essentially 
because they are relatively small and the government is big. Because they are weak 
and the government is strong. 

The nnost common consequences of this assymetry are that fund recipients, as 
their reliance on government support deepens^ may become generally deferential and 
^ may tend toward caution and the avoidance of controversy in their operations in 

ortter to diminish the possibility of provoking a reduction in^their funding. 
, The unpredictability and discontinuity of government funding Is another serious 
hazard, particularly for those private institutions that becorpe heavily or entirely 
dependent upon , it. The annual appropriations of government agencies funding them 
* can fluctuate drastically as political winds shift, and such shortterm political swings 
c^n affect not only the total level of funding but also program priorities and tht 
distribution of funds received. The frequent turnover of key government personnel 
adds another element of uncertainty in the relationship, from the private, agency 
viewpoint. * ^ ^* 

A hazard of a quite different order is that of bureaucratizatioa and de-personali* 
zatlf&n of priyate agency perfornwnce. The experience of many recipient private 
agencies is that government, largely because of its sheer nwss, tends to impose heavy 
routines, administrative- uniformity, honrwgenization of approach, and^ safe 
traditional patterns of operation on its beneficiaries* For example, a recent study of 
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the Carnegie Foundation .for the Advancement of Teaching reports that "leaders 
' from all types of (higher education) institutions reported greater restrictions on the 
"uses of Federal funds from 1968 to 1974, and almost 30 percent of all institutions 
(and 54 percent of research Ajniversities) expect even less flexibility ^in Federal 
funding in the- future 

Opinion among private agency administrators about the extent to which these 
hazards have in fact had damaging effects on private recipient agencies var/ greatly. 
For fixample McGeorge Bundy when' he was dean of Harvard College strongly held 
the view that the federal dollar was.the "best dollar" in terms of its usefulness to a^ 
private educational institution^ but there are many other heads of health, education, 
research, and welfare ageficies ihat believe it Has in many instances in fact been 
poisonous, even ruinous. ^ 

Nonetheless there is almost unanimous agreement that one of the most 
pernicious consequences of accepting government funding, derives from the 
seemingly innocent and obvious right of g9vernment agencies to insure accountabil- 
ity'' on the part of the recipients of their (^nds; to insure, that is, that tax dollars 
are not wasted or diverted to unauthorized use. \ 

There is no" dispute about the government's right to conduct peripdic financial 
audits of hospitals, universities, or psychiatrjc facilities to which it contributes 
substantjQl funds! But serious questions are raised when public bodies, in the name 
of accountability, begin to penetrate into the 'substance of program and policy 
decisions and even into questions regarding the governance structure of these 
institutions. For example, doctors are concerned about the threes pQsed to their 
independent medical judgement by recent federal legislation establishing PbROs 
(Professional Standards and Review Organizations) to guarantee that patients stays 
in hospitals r^are not, excessively lengthy, that surgery is performed only when 
absolutely necessary, and that admissions are professionally justifiable. University 
leaders are troubled by. what they see as the corrosive effect^ of government efforts 
to implement affirmative action for women and minorities in employment upon 
the quality of their faculty and administrative staffs. Psychiatrists and psychiatric 
sficial workers vigorously oppose government review of patient medical records to 
. assure that Medicaid and Medicare funds ,are appropriately spent as^iolations of the 
confidentiality of their relationship with clients. Moreover, as official surveillance ot 
/ the .operations of subsidized,' nonprofit cVgatiizations becomes more detailed and as 
government exercises a more pervasive v^to power on programmatic and procedural - 
' decisions' of thgse organizations, their capacity for.JJexibility and responsiveness 
begins rapidly to erode. ' . - • ^ a 

From the point of view of thei private -institutions, the unrestrained and 
indiscriminate pursuit^of "accountability" has become seriously injurious to their 
' integrity and effectiveness and undermines the very distinctive qualities and capabil- 
ities that originally animated offical decisions to rely upon them to perform services 
for the common good. It can even threaten such fundamental values as the right to 
privacy'and academic freedom. 

Less ominous, but from the pointxof view of those who "^^"/f ./^.^^^^^'V 
institutions still seriously detrimental, i?the sheer burdensomeness of nj fullingjlhe 
' government's requirements for informatioff to insSre accountability. TBe 
multiplicity of federal, state, and local government units which hold nonprofit 
institutions to account frequently issue conflicting directiyes and fail to.coordinate 
and rationalize their demands, upon confused TbJrd Sector recipients. Complicated 
^ and timeconsuming reporting requirements ensue.. Private agencies are increasingly 
^ beset with escalating obligations ^for paper work thatjn the aggregate detracts 
. * significantly from the fulfillment of their primary tasks. 
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' * ^ The Obscure Limits to Interpenetration - ^ ' 

Whatever limits there ^may be to governmental transgressions into the jurisdiction 
and. prerogatives of the private nonprofit sector are increasingly obscure. As the 
^imbalance of scale between the public and private sector becomes progres^vely 
greater, and as the private sector for various reasons becomes increasingly dependent 
, on government funding, even basic constitutional protections are subjected to 
stretchings and sometimes breaching, by the shifting political and bureaucratic forces 
that operate from the governmental side. He who. increasingly pays the piper 
seemingly increasingly calls the tune^ 

Nor is the relatively free hand which the government presently enjoys to cross 
the vague line separating it from the nonprofit sector ''counterbalanced," so to 
speaky by an equally free opportunity for the nonprofit sector to influence the 
political or legislative processes of government 

Direct engagement in partisan political activity and election campaigns by tax- 
privilegfed, nojiprofit organizations is, of course, forbidden under the terms of their 
tax exemption. Moreover, those segments of the Third Sector, like the Social Action 
Movement, that foCus on social action must beware of those provisions of section 
501 (c)(3) of the Internal Revenue Code which prohibits a public charity from 
devoting any "substantial" part of its activities to "propaganda, or otherwise 
<ittempting to influence legislation.'* The determination of what is lobbying or 
political influence is left for the IRS to resolve on a case-by-case basis, because the 
.stlij^tory language^ is open^extured and because the available body of precedents 
provides lesi than definitive^ guidance. As a result, uncertainty obtains as to the 
' practical range of this prohibition. 

ThjB prohibition of lobbying by nonprofit organizations is objectionable on 
scVet^T grounds. 1i]5^^fa|riminatory in the sense jjpat while private nonprofit institu- 
^tions are deterred fron^KQess to the legislative process, for-profit business organiza* 
tiorts are f)ermitted to claim .income tax' deductions - as "ordinary and necessary" 
business expenses - for financing Tegislative appearirt^s connected with the 
cidvancement of their interests. The prohibition cripples the ability of, the private 
nonprofit sector defend its own interests in the process of government policy 
fo^jTiulation, a process inaeasingly decisive in its fate and affairs; and it deprives the 
legislative process;j)f the full benefft of hearing the viewpoint of that sector on a 
wide range^pf irnportant public policy questions ~ education, health, welfare, 
science, cuUure. In this sense, the prohibition can reasonably be seen as an infringe* 
ment bn^fie right of free speech and the right to petition for redress of grievances 
of their rwmbers and participants. ' ' , 

XOc^remedy, satisfactorily this Inequii^ of access Jto the -legislative process will 
^/equlre amendment to. the Revenue Code permitting nonprofit organizations to 
present their. views before Congress and the executive branch and to devote at least 
some defined portion of their activities and resources to these purposes without risk 
,of losing their fax exemption. In order to avoid granting Third Sector institutions a 
license to roam at .Will at||over the political landscape, statutory language might set 
limits on the percentage of their funds that can be devoted to lobbying as well as 
W the range of subject matter appropriate to their lobbying efforts. In any event, it 
seemt^ clear that the scope of political activity permitted nonprofit groups cannot be 
left to the shifting judgments of even the most neutral and welMntentioned IRS 
agjents, who are compelled by the vagueness of present legal provisions to operate in 
. conceptyaJ. no-man's land. 
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' The Task' of Role Clarification ' , 

The government-Third. Sector relationship can therefore be characterized in these 
terms, it is rapidly changing; the interface is increasingly ambiguous and extensive; 
the rules under which both parties now^pperate are ill-defined and inadecjuate; and 
the starlc^mbalance that exists in size, rcjpurces, and rights between the two parties 
gravely, prejudices the possibility of a fair and balanced outcome in the continuous 
prpcesses of fesofving conflicts of governmental and private sector interest and 
^mts of. view. Almost inherent and inevitable in the assymetrical situation is the 
prospect that a bad situati6n will get worse. 

If such a prospect is to be, altered,, the corrective measures have to begin with^ 
clearer conceptualization - of the' social and human values we seek to preserve and, 
in turn, of the roles which government and grivate agencies in their areas of 
common concern can most effectively and appropriately perform. 

A review of the enormous growth of government involvement in societal 
functions traditionally performed by private institutions suggests that this expansion 
reflects to some degree a coherent philosophical point of view with regard to the 
proper responsibilities of a modern democratic state; but it also reflects to a 
significant degree an incoherent response to fluctuating political pressures and 
sometimes panicky perceptions of crisis. The pragmatic, sometimes opportunistic, 
enlargement of public responsibility may, on balance, have yielded enormous 
benefits in terms of social welfare. But its costs can include a gradual government 
displacement and takeover of valuable private efforts to the net detriment-of the 
^total effectiveness and humane quality of our democratic system. 

The question that arises, therefore, is whether some clearer, better norms and 
definitions can be developed to guide relationships and the division of responsibili- 
ties between public and private agencies in their expanding areas of common 
concern and activity. _ 

If such clarification is4p be achieved, a first need is to chop away the prevailing 
mythology which obscures the inherent quailities and the deficiencies of both pi^lic 
and private operations. ^ a 

For example, as private agencies have seen governmental activity encircl/ and 
' overflow their traditional fields of work they have successively adoptetT^rious 
rationales as justification for continuing their established i?atterns of activity. One 
has been the idea that such governmental spread could sifriply be ignored, that, 
duplication was-wt of serious concern because there was more thatn enough for ay 
parties to do, and that in any event the 'existence of efven duplicative private 
programs had the virtue of providing a "yardstick" by which to evaluate govern- 
mental programs and performance. This notion was reinforced by the convenient 
assumption that private sector programs intrinsically we/e superior to those of 
government - more innovative, less bureaucratic, more competently staffed. Hence, 
where private and public activities found themselves working in parallel, no problem 
of role differentiation was felt to exist since the private programs purportedly 
served as^^ace-setting, standard-raising, and leavening influences upon the assumed 
sluggishness and inferiority of ^governmental efforts. 

Among government agencies, a kind of mirrorjnage .mythology about the 
nonprofit field has likewise evolved. It holds that volumary institutions generally are 
too fragmented, inefficient, self-satisfied, and anachronistic in goals and methods to 
respond appropriately to the complexity and v^Jqcity of change of present societal 
needs These weaknesses are regarded as natural and inevitable consequences of the 
faet that Third Sector institutions are almost free to ignore the discipline of both 
the ballot box- and the market place. It is also commonly felt that many nonprofit 
institutions, because of their scale and their highly individualistic traditions, are 
simply inadequate to do the kind of planning and program development that 
^ ©rresponds to modern requirements and on the other hand that they tend to be 
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petty, quarrelsome- and unwilling to collaborate and form coalitions which would 
overcome some of these disabilities. Mt is sometimes felt that t?ecause nonprofit 
groups have signally failed to create effective mechanisms for self-regulations, they 
have virtually compelled the kind of government intervention to wjiich they now so 
strenuously object. ' 

In higher education, scientific research, health and welfare, aad the arts, what ?n 
fact are the differences between publicly and privately supported operating institu- 
tions and the scope and (iharact^ of their management, their (iemonstrated 
. adaptability to changing requireqients,' and so forth? ^ ^ 

A whole range of case studies might be done to assess the capabilities, limita- 
tions, and weaknesses of governmental and private funding institutions. On U|e 
government side, has its funding of science, for example, tended to be more 
disaiminating, creative, and effective than its funding of programs in education, 
housing, research, and health? Have in fact some funding agencies such as the old 
Office of Naval Research been distinctively more flexible and creajtive than others 
such as the National Science Four)f(iation? Is there validity to the view that the 
National Endowment for. the Arts is markedly; superior inXinnovativeness and 
effectiveness to the National Endowment for th^ Humanities? Ana if so, why? ♦ 

As regards private philanthropic^ foundations, what has been the nature and 
effectiveness of their programs in various fields^- medical education, international' 
development, research in the natural, physical, and. social sciences? ^re there 
disca-nible differences m the capabilities of large, medium, and small foundations? 
Are there demonstrable variations in the capabilities of private,* corporate, and 
community foundation^ to conduct different kinds of grant making? 

Likewise, there are many comparative studies of governmental and priyate 
agencies that would be valuable: Are government funding agencies on the whole 
competent to deal with a broader and more complex range of scientific, educa- 
tional, and social issues than the vast majority of private philanthropic foundations? 
Are governmental funding agencies more intrusive or less intrusive than private 
foundations upon the authority and integrity of recipient, private institutions? Are 
private foundations freer of bureaucratic and political pressures than government 
granting agencies, or are the pressures on the private foundation different bur 
equally great and only structured according to a different set of social vStues? 

With more adequate evidence and analysis to start from, fruitful discussion could 
begin to take place relating to the underlying political and sociaj principles on 
which a structure of role allocation between public and private sect9r agencies 
should be based. In effect, beyond questions of efficiency and performance, there 
lies the matter of which functions and responsibilities in our kind of democratic 
society should public agencies', irf prudence and in principle, be, entrusted with and 
which are best leth to private institutions. But on such questions there is much 
confusion. I 

For example, as llpgards the needs of neglected minorities, the view exists that 
because government programs are subject to popular democratic control while those 
of private agencies are governed by a privileged and "non-responsible" elite, public 
agencies should be j^elied on to sep^e these minorities. But there is the contrary view 
that because of their great diversity and presumed adaptability, private agencies are 
the best assurance of responsiveness in serving the manifold and ^hanging require- 
ments of such powerless societal elements. 

Because of the innate dangers of governmental programs to freedom and diversity- 
- both 'bemuse of these programs' scale and because of their potential "politiciza- 
tion" — one common contention is that in -fields such as science and education they 
should concentrate on the funding of physical facilities, equipment, and the 
provision of services; and that private agencies, on the other hand, should be relied 
upon to experiment with, new ideas and perform critical evaluations and assess- 
ments. But as some Filer Commission studies indicate, current spending patterns of 
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private foundations and the federal government reflect a consider<ible i¥iixture of 
attitude in this'reg^ird.* For example, in the area of health more than half the 

private, foundation dollars were used for manpower training and physical construc- 
tion. By contrast, a relatively minor portion of their dollars was given for research, 
and tf\is proportion was ainrwst matched By the proportion of federal dollars spent 
for that purpose;. Such allocation patterns raise obvious questions. Since there is a 
minimum political or ideological danger in federal financing physical construction 
and since the federal government has such extensive experience in this field, why 
have foundations adopted the praaice or fallen into the habit of devoting s«ch a 
^ considerable proportion of their, grants to this kind, of relatively /'uncreative" 
purpose? Similarly, in health manpower training, it wou^d appear that this is a kind 
of activity that could prudently be left to government^since it essentially involves 
the funding of students in well-established institutions to be trained in well- 
established technitjues. On the other hand, if it is a particular merit and quality of 
private foundation. f^fidin| that it can be applied in a more discriminating and 
creative way than federal funding, why does research constitute such a relatively 
small portion of foundation outlays? 

In the^fiejd of ^ucation also, private foundations have given high priority to the 
'training of. personnel and the purchase of facilities and equipment. But an 
interesting contrast with the health field is that in support of research on problems 
of^igher education, 26 cents out of every private foundation dollar wept for this 
purfibse while only 1 cent out of each federal dollar was so used. 

In science, a high proportion of foundation support to. academic institutions has 
been given for the construction of research and instructional facilities (36 cents of 
every dollar compared with 2 cents of every federal dollar) whereas aloK^st three 
quarters of federal science support to thfese institutions was devoted to research and 
development activities (71 cents of every dollar against 19 cents of the foundation 

' 'dollail. <^ . 

In the arts and humanities, foundation grants are nearly indistipguishable from 
federal expenditures in terms of the categories of recipient institutions. When 
analyzed by the type of activity supported, federal funds and foundation funds have 
gone in almost equal proportion to the performing arts. But foundations gave twice 
as high a proportion of their ftinds for educational activities in the arts and 
humanities as did^federal agencies, while federal agencies gave nearly four times as 
high a proportion of their funds for expansion programs in the arts as did founda- 
tions.* 

U is puzzling in reviewing even these first fragments of data, which, thanks to 
the Filer Commission, have now been assembled, to discern any coherent, 
underlying system of concepts or prijiciples by which public and private agencies at 
present allocate their efforts. / 

Many other such examples of confusion and contradiction in both theory.and' 
practice regarding the respective roles of the public and private sector can be cited: 
there is relatively wide agreement that one of the important potential roles of 
private agencies is in the- initiation of new ideas in various fields of public policy. 
Although a number of significant examples of such initiative can be cited, on the 
whole the vast majority of private philanthropic foundations do not appear to either 
accept or perform this role. ' 

Likewise, it has been frequently urged tjiat a particularly appropriate and 
important opportunity for private sector agenoTes might be to serve an independent 
oversight functioli with respect to both governmental policies and programs and the 
performance of private profit-making firms and the marketplace. But if one reviews 
the actual programs (rf private philanthropic foundations, for example, it is apparent 
how extremely reluctant, indeed unwilling, the vast majority are t(f assume such a 
role - whether for reasons of principle or political prudence. 

However a'dequate our empirical knowledge and understanding of such issues may 
O itually become, it is obvious that they cannot lead to simple and absolute 
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answers to the probljem of defining the most effective and appropriate roles for 
private and public agencies: Trie problems are too complex, the potentialities 9f the 
^institutions are too manifold, and the social and prolitical environment in which they 
operate too dynamic. But surely something bettter than, the present situation of 
utter confusion, inconsistend^, and obscurity can be brought about if a serious and 
systematic effort is made to dispel the fog of rhetoric and mythology and replace it 
with greater factual evidence, analysis, and rational publit debate. 

»% 

Government Contracting and Grant Making - Jhe Crucial 

Transactions * " 



, . Pluralistic theory becomes compelling "reality at the point where government 
funds are transferred to 4he support of private nonprofit institutions. The two basic 
modalities by which this is done are the grant and the contract. Through them, the 
specific terms and commitments are^ fixed by which government makes use of 
private sector capabilities to execute its purposes and programs and by w[iich^a vast 
range of private agencies obtain the. resources which are increasingly essential to 
their survival and significance. The volume of funding which flows on the basis of 
these procedures is immense. For both parties, official and private,jthe (ufes and 
arrangements by which th^ transactions are decided are therefore of the utmost 
importance: To the government agencies, they deterjnine how effectively they can 

.carry out their legislative mandates and fulfill their responsibilities for ensuring the 
proper and efficient use of public money; to the private agencies, they determine 
not onl^ the general scope and level of their operations but also the degree of 
flexibility they wiU enjoy in program development, their freedom in administrative 

^niatters such as setting standards for hiring staff, and their range of independent 
discretion in determining how best to pursue agreed upon project goals. In short, 
the pieces of paper eventually signed by both parties specifying th? terms of grants 
or contracts embody the governing principles of their relationship. 

In the negotiation of these agreements the position of the government is 
naturally very strong. Executive agencies, based on their legislative mandates, have 
the initiative in defining "missions," in setting priorities, in selecting grantees or 
contractors, and in determining the manner and extent to which their surveillance 
of. performance by the private agency is to be carried out. 

If not retrained, such advantages of the official agency can lead to the distortion 
of private agency programs; the weakening rather than the strengthening of their 
fundamental fi nanpal postion; discrimination against certain categories of institu- 
tions, geographical areas, and fields of scientific endeavor; and the strangling of 
private agencies in red tape. In the worst circumstances, they can lead to intrusions 
upon scientrfic integrity, the imposition of crippling and degrading requirements for 
classification of data and security clearance of personnel, and even outright punish- 
ment or reward of particular private agencies on ideological or partisan political 
grounds. At least a few cases in recent years suggest that even the American govern- 
ment can be tempted to misbehave in such reprehensible ways. 

To minimize the hazards presented, a number of strtTctural anil procedural 
safeguards have now been developed, h contracting, for example, almost all 
executive agencies have come to ma/e use of advisory panels of private experts, 
although the actual status of such panels in inftuencing decisions varies greatly from 
agency to agency. Some experimentation with more open bidding for contracts has 
be^it done, but with iViixed results. And some appeal mechanisms have been created 

"to permit contractors, or would-be contractors,^ to protest agency decisions. These 
procedures, however, tend to involve excessive time delays and such heavy costs for 

' plaintiff&Tthat their practical benefits have not been great. 




1042 ^ -..^ * A 

In grant.^^klng,4 somewhat wider range of safeguafds has been employed. The 
use of private a^ivisory panels i^aipiost universal, and in som^e fields, suc^h as basic 
science, these panels have very high status and almost decisive influence^ Th^e has 
also been rather widespread use of the *'public foundation" as a mechanisrnthrough 
which to distrtbtrt^ grants. Ttip National Science Foundation, for exampfe^^nd The 
National Endownnents for the Arts and the Humanities, These conibine official and 
private participation in the processes of fund distribution in a fashion intended to 
equilibrate .the interest involved, and although the suc(;eSs achieved seems to have 

• varied considerably from one foundation to another, the approach in ptincipte has 
proven to have its merits. • ' . 

Two concepts that have recently won growing support as means of insulating the 
transfer of government funds to the private sector iron) some of the worst dangers^ 
are decentralizing decision makiri| from the federal to lower levels.of goverrtment 
and shifting from making gr^^tV^ Private m^tijgtiqns to a *'voi^r" system. 
Proponents of decentralization argue that dispersing govcrfl«fet cte^^ making 
. to state and local governmentSvTrm oniy de-fporiopplizes t^^ral control but it 
contributes positively to tfte diveSity and relevance of programs funded, whether by 
' grant or contract, because of the more direct sensitivity of lower levels of govern- 
ment to* local needs and circ^imst^nces. As embodied in the "New Federalism" 
doctrine, however, the application of this principle, as will be discussed later, has 
led to resufts that in the viewof some are very bad. 

Proponents^ shifting to a voucher system in grant-making policy contend that 
it is preferable to subsidize individual consumers of culture, higher education, and 
health care, for instance,; rather than to funnel financial assistance directly to 
institutions via the decisions of central government. To thenr, the latter practice 
appears to offer no effective incentive for nonprofit organizations to conduct their 
affairs efficiently and imaginatively. By contrast, the development of voucher 
systems decentralizes resource allocation and frees consuniers to utilize service 
providers in any given field according to their own preferences. Adaptation of 
programs apd procedures to changing public needs, according to this view, should 
not originate in distant -bureaucratic judgments but rather should emerge out of the 
millioni 9f daily consumer choices as to which nonprofit agencies best fulfill their 
individual rebuirements. .Allowing prospective clients to "Vpie vyith their feef,** it is 
claimed, tnjLfX)duces tho^irfencti&nal equivalent of malKetplace and ballot box 
discipline into the Third bector. In sum it is argued that consumer subsidies are the 
key to democratizing private nonprofit organftations and to dramatically increasing 
their accountability.^ 

There is a clear and ma^or need, therefore, to (1) conduct a full and systematic 
evaluation of the various contracting and grantjiaking practices and procedures 
currently employed, as a basis for the development of new public policy 
recommendations, and (2) to survey and evaluate new approaches that may deserve 
to be tried. This survey should includndeas that have been put forth from various 
American sources and also those that are being used or discussed in a number of 
foreign countries, especially Britain, Sweden, Canada, '^France, the Netherlands, 
Japan, and the Federal Republic of Germany. , ♦ . 

A further word is in orde^ on the general matter gf th^ relative bargaining power 
of the governmental and private parties to contract and grant negotiations. As has 
been indicated in this analysis, that of the government is inherently very strong. But 
ii^j^^^d be a serious error to assume^that that of the private sector is in alt cases 
.weak. In some ,fields such as basic sciefcii and higher education the major private 
institutions in Qoncert have great access co\iod influence upon the decision-making 
processes of government. Likewise, through the development of "collective 
S bargaining** approaches, some groups of institutions, such as private voluntary 
^ hospitals and child care agencies in New York City, have been fully able to defend 

* their interest - or even more - in funding negotiations with official agencies, o , 
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Moreover,, in those fields where a small number of prestigious private institutions- 
have great influence, it appears that a kind of oligopolistic collaboration tends to 
develop between them, and the governlnent fundipg sources which has the effect of 
making it very difficult for less prestigious private institutions to break into the 
charmed circle and win a share of grants or contracts. In some areas, ten or fifteen 
top Institutions (whose representatives also dominate 'the relevant governmental 
^dvisory boards> regularly receive 80 percent or more of the available funds, 
suggesting the need to. find ways to open the access routes to additional competitors 

* and to tap presently neglected resources of talent 

• fn general, when a nonprofu institution has a record of cdmpe^nce and 
reliability, when its basic financial position Is sound and its sources of income 
diversified, when its board of trustee$:^^nd jt^ senior staff are politically 'and 

\ professionally well-connected, and whe^^'^stituency or clientele is effectively 
mobili^able if its interests are thre^tenedfit'^hold its own in n^otiations with^ 
^vernment. But this combination of attributes h not commonly to be found 

- among the' vast (najority of* private nonprofit institutions. Moreover, as their 
economic distress grows, and as a "buyers nnarket** rather than a ''sellers market'' 
increasingly prevails, the possibiliTJies of^dawjgeand disadvantage to them in their 
relationship with government necessarily injrease^*^^ 

This then constitutes another area ofTrod: for pm^ institutions individually to 
take further stepi^to equip themselves mor^ adequately for the rigor of demanding 
negotiating processes . with ^government and collectively to muster their poetical 
forces in ^>ressing their legitimate claims iirthr^llocation of government grants and 
contracts. Still more fundamental is the need to develop - within government and 

, on th^ part of the general public - greater sensitivity to and awareness of the, 
vulnerability oj/fn^ch of the private nonprofit sector to damage and exploitation in 
its financial dea^in^ with governrnent and of the necessity for bJffh better rules and 
self-restraint by government in utilizing fts predominant position, * . • * 

^ ' The Need for Structural Refbrms in Government 

The Executive Branch 

, The oversight function, fn addition to government controls exerted^ upon 
twnprofit agencies pursuant to the particular terms and conditions of its. rrfassive 
t^nt.and contract program, there is lodged in the executive branch the continuing 
obligation to oversee tl}e general conduct of Third Sectbr institutions, k is the 
rcspefisibillty of^ the Internal Revenue Service to determine at the outset whether or 

* not candidate organizations afe to be granted tax-exempt status, to issue advance 
rulings on proposed transactions of nonprofit groups, and to monitor die behavior 
of those agencies v/ho are successfully granted 501(c)(3) status in order to assure , 
that they iomptly wijtlji relevant regulation^. Lodging these sensitive tasks in a 
goyernmerital unit ^cQiistorned to focusing single rnindedly upon maximizing the 
collection of revenue's |s not witnout its idangers, ^ ( 

in view of many knowledgeable o])server^, the IRS has traditionally not placed a 
^ high priority upon assigning able personnel to the job of certifying aod monitoring 
' exenidt/ofganrzations, S^ff sofnetimes have b^en unfamiliar \vith the purposes and 
^JlCtfvitjes of nonprofit?^grSups and uncqmfortable with their, own regulatoi-y duties, 

♦ especially .given the considerable discretion the9 are expected to exercise without 
benefit of clear directives aind^xriterla.^ , 

_ For example, in evajuating*>yhetiier applicants qualify for tax-exempt treatment, 
\, IRS workers can only jefer to the extremely vague standard prescribqid by Congress, 
jtb wit, that 501 (c)(3)' sjtatus is to be given only to tiiose institutions "organized irfa 
^ Q e;|(icluslvely /or religious, charitable, ^ciefitific, « literary; or educational 
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purposes" Because the key terms are undefined in the Internal Revenye Code, a ' 
good deai of ambiguity prevails. Candidates for tax exemption whose goals and 
procedures depart from the conventional are often subject to uncertainty and delay 
as they await the crucial dectCion on whether or not they are entitled to teceive 
privileged status. \n the absence of more precise guidance, discretionary judgments 
about the fitness of candidates may well be, or appear to be, arbitrary. 

There are two avenues to the achievement of greater precision in the Standards 
against which IRS personnel can formulate deci5>ions about granting br revoking 
tax-exempt treatment to its petitioners that deserve consideration. First, Congress 
Itself should be urgpd to define the requirementsr'more clearly by statute. Second, 
judicial review of negative status determinations, of failures to rule one way or 
another over a reasonable period of time, and of revocations of 501(c)(3) status 
ought to be statutorily created. Among other Benefits, this would provide the IRS 
with, a growing body of case law to which its age'nts might repair to infortn their 

decisions. . i.t ♦ ♦u 

Some attention, needs also to be paid to the complianc^e sanctions available to the 
IRS in their supervision of the conduct of public citanties. At present, the on y 
available enforcement power to check rule violation is the drastic one of entirely 
d-evoking the tax-exempt privilege, an extr^e form of penalty that authorities are 
understandably reluctant to employ. An alternative* to this one-option penalty 
system has been proposed whereby substantive guidelines would be developed for 
public charities on matters such as self-dealing, adequacy of distributions, and excess 
business holdirtgs. Violations o'f these rules would be dealt with via tax penalties and 
civil suits the latter to be ihstituted-'by the Justice Department m U.S. District 
Courts The district ^courts would-be granted equity powers to fashion suitable 
remedies to repair the damage done without^penalizing the beneficiaries, of philan- 
thropic funds. - ' ' ^ . 

Inadequate IRS oversight of tax-exempt organizations may be corrected in some 
' measure by the recent statutory creation of a new Assistant Commissioner for 
Employee Plans and Exempt Organizati6ns, to whom all "duties for monitoring 
philanthropic institutions, are to be transferred. The recommendations submitted to 
the Filer 'Commission by Ginsberg, Marks* and, Wertheim having to do with 
improving service procedures seem to be sound and worthy of endorsement, with 
one exception:'^ The proposal that this new division of the IRS^should undertake a 
' major program of ^:ollecting, analyzing, and publishing stati^cal data on philan- 
thropy involves unnecessary hazards' of further government intrusion on the 
nonprofit sector. As is argued elsewhere in this paper, it is more, appropriate to 
place responsibility for research and study of Third, Sector activities among existing 
or yet-to-be created nonprofit institutions themselves. 

. The ombudsman function. The she^f nJmber and magnitude of federal ^ 
programs in health, sciencp and education. Welfare and the arts in comparison to 
parallel private activities is such that even the y^ightest modification of their policies, 
priorities- and procedures can have powerful, some^times devastatihg, impact on 
^ particular private institutions or categories of such institutions. These tmpacts, great 
and small in fact occur every day as consequence of the endless stream of 
administrative decisions made by federal agencies - decisions properly within their 
administrative/ discretion uhder existing legislation. The" examples are literally 
innumerable: I ^ * ■ * 

• A 'decision by' the cuftural, affairs branch df the Sti/| Department to give 
priorhy to athletic teams pver musical groups in i^s'^'overseasf Cultural presentations . 

program;' - ' T ^ .1. ' - ^ 

• A decision by the D^ense Department to! shift a research project Irom a 
private university to government-operated researcp facility;' 
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• A decision by the Equal Employment Opportunity Commission to require 
affirmative action plans from an additional category of private nonprofit agencies 
being used as government contractors.. 

Beyond the flow of daily administrative poticy 'cJecisions by government "agencies, 
there is the still greater impact of the changes introduced in their prograrfjs and 
priorities as part of their annual budget proposals. And beyond such annual altera- 
tions in program levels, there is the stlH greater potential impact of major legislative 
.proposal^ from the executive branch dismantling some programs, creating new ones, 
and fundamentally altering ongoing activities: proposals, for example, to dismantle 
the Office' of Economic^Opportunity, to cut back the food stamp program, to 
substantially enlarge support for cancer research, to^name a few. 

At the pr^ent time such program, procedural, budgetary, and broader policy 
dedBions are made by executive branch agencies primarily with regard to political, 
budgetary, arjd bureaucratic considerations. The "consequences of those WangeT on 
private nonprofit sector institutions are sometimes taken into consideration at the 
initiative of executive branch agencies- or more often as a result of Votests from 
affected institutions. But -there is no central, competent, high-level point in the 
execOtive branch* that gives systematic, continuous attention to the needs of Third 
Sector institutions and that can exercise strong, continuous influence on executive 
branch decision making while policy alternatives are still under consideration and 
open tQymodffication. 

There are two% related actions which might be taken to deal with this very 
important and inbuilt disadvantage of the private sector in its relationships with 
federal agencjes. which deserve evaluation. . ' 

, First, the possible creation of^a new, special assistant to the .Presidenrt; and 
second, the creation of a new, high-level White .House Council on the Private 
Nonprofit Sector. Either - or possibly both - of these innovations might for the 
first time create a permanent focal point in the federal government for nfaintaining 
contact and communication with .all private nonprofit elements regarding their needs 
and concerns; for maintaining a continuous watch over the actions and proposals of, 
federal agencies that may have significant imp^^cj^on the private nonprofit sector; 
for bringing the viewpoint and needs of the private nonprofit sector to bear on 
decision-making processes; and generally for taking initiatives of whatever kind, 
ineWffing possible proposals for legislative action, to protect and preserve the 
sector's vitality and effectiveness^ ^ 

If Ihe need for a central point of active concern for the pp#vate sector in the 
executive branch of the federal government can be defended, there are those who 
argue 'that the need is at least equally great for such an' ombudsman and/or oversight 
committee^n the administration of every state and of every large metropolitan area 
in the country. The policies and programs of these levels of government affect the 
.'private, voluntary sector in the same ways as those of federal administrative 
agencies; and it is claimed by some who ar^ close to, the scene that the so-called 
New Federalism introduced in national policy over the pastTifew years has made 
urgent the need to protect in^itutiotik of the pJrivate, voluntary sector, at the state 
apd local levels. The new policy, i^ is Isaid, is not only altering the Jrerationship 
between, federal, state and local governrnents; itJs)«lso redefining the |re$ponsibili- 
ties of t^e thr^ levels of government toward] the protection of minority and 
disadvantaged gr6ups. It has concentrated mucn greater power in t^e executive 
branches of state and local governments without simultaneously strengthenin^g the 
legislative branch^. And it has changed the federal government's attitudes about 
arid policies lowara voluntary sector organizations. 

In the words of Pablo Eisenberg in a paper commissioned for the Filer 
Commission. ' \ * ^ 

**The inroads of New Federalism have been quite, -subtle and sfow. Much of 
O idation has been laid by executive fiat without^broad public awareness. Only 
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after two years of operation is genera! revenue >sharing, its most publicized program, 
beginning to be understood by the genera! public ... A gr^t deal of what has 
happened' over the past few years has not been the subject of extensivg legislative 
debate or public discussioi^ even though U will have an enormous impaction 
community life ami priorities everywhere . . ' . „ 

Eisenberg goes on to say that many local governments have traditionally 
operated with little citizen involvement but that this relatively undemocratic 
.condition of many local governments ws tolerable so long as they had to contend 
with strong fed^-al programs and had limited control of much of the money 
channeled into their jurisdictions. Citizens, particujarly minorities, could look to the 
federal government and independent' institutions for redress and the protecUon ot 
their righu. Private nonprofit organizations financed directly or indirectly by the 
federal* government and a few foundations provided' an outlet for active citizen 
involvement. In short, a balance' of power existed which restrained local govern- 
ments' influence over and control of its citizenry. But, Eisenberg asserts, the New 
Federalism has upset this balance of power tilting it heavily ort the side of official- 
dom and government bureaucracy... Adding momentum to this svving ot the 
power pendulum' Kas been the conscious decision of the administration -to end 
fe'deral support and encouragement of private nonprofit groups... The federal 
responsibility for and guarantees of minority rights and concerns that characterized 
the 1960s are being attenuated by the New Federalism and its programs. Redress 
and justice must be sought intreasingly at the local level, which is difficult or 
through- the courts, which takes an inordinate amount of time.' Thus, he concludes, 
government at all levels has been strengthened at the expense of the voluntary 

The situation perhaps suggesu ^additional important tasks that a federal 
ombudsman for the Third Sector might play; and it suggests equally/that serious 
consideration might be given to offering federal financial assistance directly or 
indirectly to states and major* rnetropolitan governments to encourage them to 
establish a corresponding function at their levels of government. 



The Role of Congress 



Historically, for reasons that are not entirely clear, voluntarism- and the Third 
Sector in American life have not been regarded as a sector or ''interest ' in society 
requiring or perhaps deserving the kind of attention to it9 needs that, traditionally 
has t»en accorded to other sectors or "interests" sUch as commerce agriculture, and 
labdlK This is reflected in many areas, not least in the Congress of the United btates. 

&dth the House and Senate have traditionally dealt with Third Sec;t6r Problenris 
and needs on a*fragmented and episodic basis and nonprofit agencies have hardly 
been encouraged to take initiative in coming forth with broad policy oroposaKm 
* * their areas of competence or to lobby for their viewpoints. \J-p>^ 

On those occasions vi^en Congress has felt irtlpelled to take a direct mtSrest in 
"Wn it has most often been in an Investigator^ and critical spirit. In the cas^ of 
' priAte philanthropic foundations, for example, the main instances of congressibna! 
intSest have all been of this character ~ frpm tie Walsh Commission in 1913 to 
theiCox and Reece investiptions of the mid-19 iOs to the more recent efforts of 
Reprisintative Wright Patman in the' 1960s. (>n the one occasion when th^x 
attentiin.of the executive branch was seriously fccusedon the problems of founda- j 
• tions and on the elaboration of general policy prooosals in the field - namely^e' 
Treasury Department's Report on Private Found* tidos in 1 965 - it was the direct 
outgrowth of an eruption of congressional concert .) ^ ^ 

Those intermittent bursts of \congressional cor)<iern have in most instances , 
' - produced rather little 'in the way of objective inlormation or constructive proposals 
O P"*^"^ ^''^y- '^^^ principal exception to this may have been the Patman 

ERIC ' . I , ^ 86 ' 
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Investigations, which exposed some major areas of foundation ,delinquency and led 
to a numl)er/of significant legislative reforms. ' . 

Monetheless, howver productive or upi^ductive periodic congressional investiga- 
tions. may have been and how adequate or restricted has been pafticipation by the. 
private rwnprofit \ector in the deliberations of Congress on particular legislative 
mafters, the procedures and structure of the Congress do not provide for continupus 
and informed con<^ern for the problems, needs, and general vitality of the private 
nonprofit sector. Given the accumulating^gfoblems of fDrivate nonprofit agencies, the 
general weakening and decline of their position vis-a-vis governmental programs and 
agencies, and possibly th§ growing potentiality of their contribution to national, 
problems, the established patterns of congressional indifference should be fundamen- 
tally reexamined and corrective action taken. 

Such action might be in either or both of two directions: 
^ • First, the possible establishment of standing committees, or subcommittees, in 
both houses of Congress on the private nonprofit sector, or of a joint conimittee; 

• Secx)nd/4he more effective utilization of the General Accounting Office as a 
general source of information to the Congress on developments and^Jroblems in the 
private nonprofit sector and as a watchdog over the policies and procedures of the 
executive 'branch that have significant impact on the vitality of those institutions. 

The advantages and disadvantages of creating special congressional committees'for 
this purpose obviously need to be carefully evaluated. And the jurisdiction and 
functions df the proposed comniittefes need 'to be carefully tfiou^t through. 
Likevirfse, the precise purposes for which •the great capabilities of the General 
Accounting Office might be utilized need to be well defined. 

Possibly some kind of joint working group of members of Congress together with 
representative leaders from the Third Sector should be formed to carry out this 
analytical work and to come forward with concrete proposals for congressional 
consideration and decision. 



m 

THE NEED FOR OVERHAULING AND 
^REINFORCING THE TUtRD SECTOR 

White the current distress of many nonprofit organizations is substantially aeateS 
m^tiy economic and political circumstances beyond their control, ther6 is also abroad,^ 
'especially in government and corporate circles, a strong sense that they themselves 
share a good measure of responsibilitylJror their troubles. Jh? suspicion is wide- 
spread that there is an excess of inefficiency,' organizational proliferation, and 
dcfident standard-setting am'<;|ng them; that their budget practiced are generally 
outmoded; that tnejr goal-setting and programming procedures are! ineffectual/ that 
theirl service delivery systems 'are wasteful; and that their^ personnehproceduris are 
unsatisfactory. Yet the Jact is that sound data on these ^matters is so licking that 
firm 'judgments cannot 6e made. * * . 

Still, there is IFttle doubt that tTiere iv rooni for considerable nianagement 
Improvement in areas such' as the search for new^ markets, the" diversification Of 
sources of incon)e, raising client and consumer charges, intensifying use of plant and 
equipment, upgrading administrative capability through training, and increasing, 
jiartfblio retumsL ^ ^ 

In the present har^h fiscal climate, many specific suggestions are being put forth 
to Increase income^ cut costs, and improve efficiency, of which the following is on(y 
a partial list: 
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• In higKer education, requiting faculty to carry heavier teaching loads, 
- implementing higher student-faculty teaching ratios, and pruning course and other 

ancillary program offerings; ,.„ 

• In the field of culture, decreasing the number, variety, and scale ot 
presentations in the fine and performing arts; and in museums, charging admission 
fees ar>d developing a "marketing mentality" to build up revenues of all kmds; 

• In health, assigning the delivery of costly ambujatory and emergency care a 
much lower priority in Jhe allocation of hospital resources, relying more heavily on 
the lower-paid paraprofessional to shoulder some of the work load currently 
performed by professionals, and closing low-demand, cost-ineffective services such as 
maternrty and pediatric wards, eye, eafvpose and throat clinics; and, 

' -•' In social welfare, utilizing less expensive forms of manpower and applying a 
triage system to the selection of necessarily constricted caseloads. 

Such a list, whatever the merits and aWlioability of the individual items, 
immediately prompts cautionary comments. First, the social cost of implementing 
many of these income-producing or expenditure-saving suggestions may be to 
diminish the capacity to deliver services at desired levels of quality and to reduce 
their availability. to those least able to afford them. , „ , , 

Second the margins for improvements in productivity and efficiency are closely 
set by the human-service purpose of the nonprofit sector. Balancing the books and 
keeping an eye'^fixed on the bottorf line constitute only one, and sometimes not 
the most important, method of appraising the comparative merits qf hospitals 
colleges, cultural, social welfare, and scientific institutions. Indeed 'some nonprofit 
institutional heads flatly deny the applicability of cost-benefit methodo ogy to their 
operations. (Sherman E. Lee, director of the' Cleveland Museum of Art, has stated 
"The museum is not, io businKs to be efficient. It is in business to be the beM 
possible art museum it can bej> ) i . ... j i * i ' 

Third the escalating costTof personnel in these labor-intensive fields and largely 
uncontrollable fuel, transportation, and utility expenses place severe limits on the 
potential savings to be made through self-help efforts. rr- ■ ■ 

The point of emphasizing the complexities of introducing greater efficiency into 
the nonprofit sector is no; in any sense tp deny the need or to dimmish the 
urgency and importance of SMch efforts. It is rather to emphasize that a great dea 
more needs io be learned about the special managerial problems of pnvate nonprofit 
organizations before one can confidently prescribe changes that will do ™ re good 
than harm, both internally and societally. A great body- of knowledge and theory 
. ' has been developed regarding management matters as they relate to the profit- 
mTking sector; and, in more recent decades, the quite different problems of 
organization and administration bf governmental agencies have begun to receive 
• ' study But as of now there is not only no science of management as it relates to the 
internal affairs of nonprofit institutions - whose goals motivation and respoifsib. ,- 
ties are dijinctilely different .from those ofl both iommercial firms and public 
agencies -I but hardly the surface has beer^ scratched m thinking about their 
particular problems and characteristics in a systematic way. (For example there 
exists a central but unexplored problem of resource allocatjon on a sectoral -basis 
£J unique to the nonprofit field, namely that ^f- finding the functional 
S*vi ent of bankruptcy injhe business sphere - or the process of dismantling a 
SvTnit agelcy either ffy executive order 'or legislative action m the goverff- 
mental sphere the need is to find, or 'invent, a rational and effective means of 
bringhig about th.e dynise or ,co;>solidation of those units that have become 
. irrelevant or dJsfunctional. So long ^s there is not found a better means than 
Darwinian struggle, endless proliferation and attenuated existence of many meaning- 
- ■ lis or^nizatiofs will continue to weaken the effective use of limited available 
resources by th| whole Third Sector.) ^ 
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Even if solutions to the difficult questions of management and resource use in 
nonprofit organizations were k«own with certainty, there renfialns the practical 
problem of how to introduce or apply them. For it is in the nature of such institu- 
tions to- be - and^their essential social value reposes upon their being' - diverse, 
independent, even eccentWc. Changes in their way of doing their work cannot 
properly be imposed by government fiat or by compulsory collective private action. 
The metho^is employed therefore have to be those respectful/ persuasive, and 
indirect ones of education, technical assistanjce, private suggestion, public criticism, 
precept, and voluntary individual and collective efforts of standard setting and 
self-improvement. 

, The jbllowing suggestions, which take into 'account these unique circumstances 
and subtle difficulties, we believe merit considepation: 

1 . As with so many other aspects of the Third Sector, the starting point before 
any sensible strategy for action can be devised has to be mor^e information and 
more thought. Concretely, a number of research professorships need to be 
established at leading schools of management throughout the country to eriable at 
least^a few experienced and able individuals to concentrate on the study and analysis 
of the special management problems of nonprofit institutions of different kinds. A 
related anc^ more expensive need is to create (or possibly strengthen some existing) 
research aqd training centers at leading universities to specialize in the organizational 
and managerial problems of nonprofit" organizations-. These centers, on the basis of 
adequate I'png-term, funding, should in turn, proceed systematically to build the 
needed data base, develop research methodologies, produce case studies and teaching 
materials, and organize management training programs along the lines that have long 
been followed to improve the performance of business firms and governmental 
agencies. 

2. There is need to develop objective and quantitative norms by which the 
trustees and officers of nonprofit organizations can measure their own performance* 
in certain areas as a basis and stimulus for instituting internal improvements. 

For example, one problem in controlling overhead and other operating costs in 
nonprofit agencies has been the lack of any uniform accounting code to make it 
possible for one organization to compare its costs and performance with others. The 
recent issuance by the American Institute of Certified Public Accountants of audit 
guidelines for hospitals and university and voluntary health and welfare organiza- 
tions should now make it possible for them to go beyond their traditional reliance 
upon crude general fund accounting and to begin to report functionally on their 
operations. The availability of such new information on a comparable basis should „ 
enable nonprofit institutions to identify areas of wa$te and excessive cost in their 
own operations more readily than ever before. These new 'guides also promise to*"' 
provide prospective individual contributors and funding bodies with access to 
comparative data which will assist in assessing which nonprofit agencies opera,ting in 
the same fleld^e most worthy of, their support. 'j 

Investment portfolio perfdrmance is another limited but important area in which 
the availability l^of an external standard of performarice would be useful. In tl)e field 

' of mutljal funqs the so-called Lipper Index provides members of the industry and 
aji other irfterefsted parties with periodic and comparable performance data on each 
individual ,%ld. A similar index reporting on thrinvestment performance of founda- 

- tions. and. other /endowed nonprofit institutions, if prepared and published by a 
rp'potable investment firm or markft-research organization, would allow for an 
objective periodic comparison of the results of the investment policies and portfolio 
management of various institutions. It might thereby exert useful stimulus on 
laggard -'institutions. And Ut . cpuld provide prospective benefactors with some 
indication 'of the managerial capability, at least in investment matters, of various 
insUtutions seekin^capital contributions. ^ 
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'a- Ways need to be found to provide at least modest funding to the worl< of 
thougfitffil critics of the performance of, nonprofit organizations, including founda- 
tions In addition, special training program's at schools of )ournalism throughout the 
country might be enlarged to include short courses for editorial writers and 
investigative journalists on contemporary trends and issues relevant to the Itjird 

^"■fhe power of the nonprofit sector's estabiishmen\ has been sp great and 
intimidating upon scholarly and mtellectual critics, and it^ response to criticism in 
some cases has been- so hostile and vengeful, that an attitude of hospitality to 
research and writing by independent and in some cases dissident voices will not be 
easy to create. But if it were done, the results on the whole could be stimulating and 
constructive. • , • 

» 

4 Some privately financed centers which offer limited programs of training and 
technical assistance to staff members of nonprofit organizations already exist. The 
Conference Board offers such service in the field of corporate philanthropy; the 
Council on Foundations doev the same for various kinds of foundations; and m 
fields ranging from hospital adcninistration to museum management similar efforts 
of varying scale and duration have been launched. It appears that a good number of 
these are fragmentary, temporary, and generally under-financed. 

They need more secure and adequate funding. Som« possibly need to be 
consolidated. And an overall plan should be developed to ensure that aQ adequate 
network of permanent, good quality centers is developed where officers of al 
categories of nonprofit institutions can get tf^ining and advice on management 
- matters generally, including the improvement of budgeting, personnel, purchasing, 
and fund-raising practices. 



The Need for More Resources 

The private nonprofit sectgr faces not one. but a combination of resource 
. problems. Compared to the scale of government programs it is, oT course, in a 
relatively minor and rapidly shrinking position. The flow of private giving in 
absolute dollar amounts is barely holding its own and if discounted for infiation is 
declining. The pools of private "social capital" represented by foundation portfolios 
and other institutional endowrr^nts are rapidly drying up under the impact of the 
slump in stock market prices and the discouragement -to the creation of new 
foundations that has resulted, from passage of the 1969 Tax Reform Act. 

If the present situation is stringent, the future is quite possibly going to be more 
. so even though the fragmentary and uneven data available for m'ost categories of 
Third Sector institutions make it impossible to project with any degree of Precision 
the maenitude and growth of their fiiianciaL needs over time. Judgments vary 
t SdelTaCt the tlrdJar requirements and also about the probable^ distribution 
f' of future dollar flows between public and private sources. 

,But certainly the general proposition/is undeniable that the viability of the Third 
Sector as an instrument of societal pluralism turns not otily on receiving sufficient 
and stable total levels of income but also upon the availability of some adequate 
minimum of ppivate funding. Without this critical percentage of voluntary support, 
nonprofit groups run the risk of becoming merely compliant arnis of the Stat^ 
Precisely where that "tipping -poiat" may be. beyond which '"d;Pendme and 
integrity are lost, varies for .difl'erent categories of institutions and. perhaps from 
" instittition to institution. But it is our view that elements of the nondrofit sector 
are today being driven extremely close ito it. • .- J ■ ^ ■ 

Therefore, looking to the future, if the private sector generally is td mainftin a 
nimum "critical rtiass" in the processes of American life, there is nedd fo^ acticfn 
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along both of two -parallel courses. Strongly stimulating the flow of private giving; 
and substantially increasing the flow of governmental fundingrto private agencies. 



Stimulating Private Giving 



Individual Giving ' ^ 

The dollar contributions of individual American citizens to the support of 
nonprofit institutions constitute their major source of private finanacial assistance. 
They represent in practice, the bulk, and, in principle^ the indispensable element of 
Third Sector sustenance. In 1974 some $25 billion^ was received from the collective 
gifts of millions of Americans. But the habit of private giving has diminished over 
the last decade and a half, whether as measured as a percentage (in constant dollars) 
of the gross national product - from 1.9 percent in 1969 to 1.8 percent in 1974 - 
or_aS-a percentage of total personal income - from 1.97 percent in I960 to 1.6 
percent ifT*1972.»3 EncouragingIy,'^from 1973 to 1974 total individual contributions 
rose som^ $1.7 billion for an increase of 7.4 percent; butlhis figure is^ still 5.6 
percentage points below the approximately 11 percent cost-of-living increase in 
J1514. How to arrest this declining^trend, how to surmout this failure of individual 
giving to advance apace with national economic growth, personal income growth, 
and the rate of inflation is a major strategic challenge to which those concerned 
witH the future state of nonprofit organizations must seriously address themselves. 

In this connection, a most important contribution of the Filer Commission has 
been the research it has commissioned on the complex motivational source5 for 
private charitable contributions in American society and on the giving patterns, of 
different socio-economic groups. The ^econometric models which have been 
co|pructed with its support to demonstrate the possible consequences On various 
donop groups aruWij^turn on various categories of recipient institutions from^iven 
hypothetical allfer^ions in existing federal tax incentives^ provide a more precise 
basis than has e^r existed before in formulating plans to stimulate greater private 
giving - whether through, new approaches to fund raising or through modification 
of tax legislation. 

Nonetheless, these advances constitute only a beginning. Despite the self-sure 
assertions of some of the model builders and manipulators,^ there is much more 
research and reflection left to do. * 

What is clear from the work of Martin Feldstein, Amy Taylor, and George Break 
done for the Filer Commission are the^ following major points: 

1. Several of the possible modifications of present tax incentives that have 
recently been suggested, though they may have, some economic or philosophical 
merit, will result in a net reduction, not increase, iq^private charitable giving.is 

2. Broadening present tax incentives can increase the level of charitable giving, 
but only by a very limited amount. (Irt Break*s analysis, extending the present 
deduction Iq all taxpayers ,Woi^ result in only a^1.2 billion, or ,7 percent 
increase.*^) - ' 

3. Only by Shifting to a tax-credit approach can a major increase in the flow of 
givir>g be ^accomplished: a 30"percerit tax credit could increase giving by $2.3 
billion, or 13 percent; a 50 percent credit could increase it by $12.8 billion, or 74 
percent* ' • ^ ' 

But the econometric work accomplished thus far stiM leaves unanswered basic 
que^k>ns ^^uch as the following, which may have to be dealt with throug|i, a 

Q' ^2Ltto(\ of methodologies, not exclusive reliance on quantitative and 
:n ip iatical approaches: ' * 
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What would be the impact on charitable giving and on governmental revenues of 
various 100 percent tax-credit alternatives? ■ . , ' . 

What "package" of options can be devised (for example, optional 100 percent 
tax credit plus modifications of present special incentives for Aveajthy taxpayers) 
that may maximize the benefits to charity and ameliorate the negative effects on 
government revenues and on particular categories of recipient charitable institutions? 

Hbw can the estimated im'pacts of the various options be further tested and 
valiUated (for example, it is quite possible that a 100 percent tax credit could set 
int^motion <iynamic processes of fund raising and of public response which as ot 
now are unpredictable but which could have immense effect in altering present 
econometric estimates)? ' . -ui 

But even if such complex questions are clarified, it will still not be possible to 
formulate serious recommendations4or major changes in tax policy for the benefit 
of the Third Sector because as of now there does not exist the quantitative evidence 
necessary to give even an approximate- answer to the question of how much more 
private giving is needed to restore its health and maintain its vigor - in overall 
amount and by .major categories of recipient institutions. Is a 50 percent increase m 
the present level of giving enough, or too much? Is a 75 percent increase the goal 
that should be set? Or a 100 percent increase? Or, over the next 10 years, a 200 
percent increase? .jr. , > 

All one can say today in answer to the question of the nugnitude of the sector s • 
needs is "more." To be able to answer that fundamental question adequately, a very 
great deal more data gathering" and analysis needs to be undertaken. 

-/ , ■ 
Corporate Philanthropy ' ^ 

A source of private contributions secondary to individuals but still of importance 
is corporate philanthropy. Over the past 35 years business contributions to charity 
havT ri?en f rom an annual total of $30 million to nearly $1 billion. As a percentage 
of pre-tax income, corporate contributions overall have ^i?en to an average of 
roughly 1 per<;ent; but it seems to have leveled off at that point for' the.past several 

^^Jtonetheless, \here is evidence to suggest that corporations may 'present a 
considerably "ireafcr potential source of support for the private sector than has yet 

been realized. ' ^ ~" * ^ . 

First corporalfons would seem to have the financial ability to -give more, since 
there are wide discrepancies in practice within ar\d between vacious industries and 
size cat^oriel Among major corporations, though the average contribution is near 
I perc*^- of pre-tax income,a significant minority of large and profitable companies 
fall fAelow the average and some take no deductions for cpntributions at all. By 
contrjst, among smaller corporations a significant minority givp 5 percent of pre-tax 

* income the present statutory teilirrg for deductibility. , 

Mor^verfa recent survey by the Conference Board of 45i7 ma)dr U S. corpora- 
tion heads JeHects growing support among them for the idea jjf corfiorate participk- 

' ion n phCropy - and nTne of ten'believe that their corporations should cjb 
more than the minimum and take a leadership role in public service activities^ I 
Jhe efore seems possible that through a combination of action^ by the private secto 
S? ald' bT cerSn changes in tax'policy the level of «f ^P°^ate cohtrjbutions migh 

. bVlifted over a period of a few years from the present leve of $1 billiort to perhaps 

' double, or conceivably, triple that sum. < \ -. 

The following are some of the most commoaly mentioned possibilities for 
changes in. tax policy which would encourage greater corporate giving: 
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1. More 'favorable treatment In the valuation of gifts from inventory. At present 
^' such gifts are deductible at cost rather th«in at fair-market value. If the latter basis 
werp iijed, contributions of chemical and drug companies in particular might 
significantly increase. 

Lifting the present 5 percent ceilihg.oo. deductibility. Su^ a change would 
not affect the majority of corporations, vvifese contributiolis ^'eTt T^rujch 
level. But tlje ceiling does exert a restrictive effect on some companies, and it is 
difficult to see what public; purpose is served by its existence, particularly if the 
valuation of gifts from inventory is kept on a cost basis." 

3. leaking special^ provision for certain classes of corporations with special* tax 
problems. For. example, public utilities are not allowed in some cases to' treat 
contributions ^s allowable expenses for purposes of rate making. Such rules could 
be changed, particularly by state rather than federal action. Likewise, certain life 
insurance companies are taxedn^nder separate provisions that do not provide a 
reduction pf tax fc$r charitable-contributions. Congressional action could provide for 
tax incentives to them equivalent to that given other corporations. 

4. Increasing the value of deductions for contributions by corporations not 
subject to the 48 percent taxjate. Corporations with $2S;Q'00 or less of earnings, 
because they are taxed at a'^wer rate than larger corporations, in effect are given a 
smaller tax inducement for charitable contritJutions. To elimin^fte this form of 
discrimination against them, dwitable contributions could J^^nmade deductible at 
the 48 percent rate for all corporations by congressional action. 

5. Establishing a contributions floor. Since the level of corporate contributions 
appears to have stagnated at the 1 percent of pre-tax income level and because a 
good many corporations set the leyel bf their contributions at what they consider to 
be the "norm" for their industry, some corpcfrate leaders have suggested that if a 
1.5 percent or 2 percent floor were established for the deductibility of contribu- 

'tions, many compapre^ would promptly raise their giving to that level. On the. other 
hand »-^hef corporate leaders feel that, particularly-in the -present-p^i^ of poor 
profits, such a floor would reduce rather than raise the total of corporate contribu- 
tions. / ' 

6. Enacting a tax credit lnstead*^of deductibility, wfiich (for larger Corporatiwi^!^ 
r^uces taxes-by 48 ce'ntj for each dollar contrjbuted,' a portion\of total contnbu-' 
tions could be allowed as a credit against tax - doljar for doliar possibly, or at* 
some figure intermediate between 48 cents and one doUar for eachilQllar cdntribun 
tionf ■ ' , , ^ ^ y 

* *^ , • f / 

7. imposing a new 2 percent surtax on corporate income from wfiich payment 
would be forgiven on a dollar-for^doilar basis for charitable gifts up to that kvei 
For any corporation giving more than 2 percent of its pre-tax profit up to the 5 
percent ceiling, such gifts would be deductible on tTje present basis.' | 

Which of these possibilities might effectively and equitably incKease corporate 
/contributions cannotlb^determined without more careful evaluation. But because of 
the magnitude onidclitipnal resources for the private sector that mtght be generated, 
such systematic examination is much needed. 

At the present time, a small group of leading corporate executives is considering 
the possibility of organizing a new '^Bicentennial Fund" to which they hope to 
persuade American corporations to give at least several hundreds of millions of 
dollars in the coming five years, over and abbve the present Jevel of their contribu-. 
tions, 'for the purpose of creating, a major new source of private capital gifts. If this 

/ ■■' ■ -93 ■ ./.- - ■ 
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imporunt initiative gets unJ'er way, a second worthwhile tasi< of equal potentiality 
for the oreanizing group might be to turn its attention to the development ot a 
[S^grof Tew P?l.cy proposals aimed at realizing more fdly the considerable 
potentiality, of corporate giving as a source of permanent support for the Third 
Sector generally. ^ • 

Generating Greater Government Support 

Even if one accepts an optimistic forecast of the trend of charitable contribu- 
tions -\from individuals, corporations, and foundations - the significant budget 
V shortfall^ now being differentially experienced among nonprofit agencies are likely 
Mo be Sly marginally reduced. Therefore, in parallel with the effort to expand 
private giving substantially, dere must be achieved a massive and sustained increase 
in the fiow of governmentarfundirtg into private-sector institutions. The reporte ot 
the Carnegie Council on Policy Studies in Higher Education and the recent Ford 
Foundation study of a sample of cultural institutions provide a partial portrait ot 
the monetary targets that must be reached - mainly from government sources - in 
order to maintain the nonprofit sector in^its already lessened role in most fields ot 

^"^oTchieve the objectives of universal access"^ to higher education by the year 
2000 for all those who wish to enroll and to assure the diversity, of American 
colleges an4 universities between publicly and privately sponsored institutions, the 
CarnLie Council on Higher Education recommends a program of student loans and 
grants'and institutional subsidies to colleges an^ universities that ^^^'^ '"'^^^^^J^^^ 
Annual total cost to all levels of government (which in 1974 was $4 580.000,0^^^^^ 
bj some 4 billion constant dollars by 1980 and approximately 14.5 billion constan 
dollars by the year 2000." What share of this projected rise in governmen 
expenditures' for higher education will be- directed to private institutions is not 
entirely clear -because the council does not consistently divide its figures on the 
basis of the sectoral identity of the ultimate organizational- fund recipients. But, as a 
- fSrrn-S^tor, it^rprobably fair to state that from one fifth to one quarter o the 
ZVe pSJted -cost escalation would probably find its way into private colleges 
and unive sities. More particularly, the council's suggestion for a nlajor imjnediate > 
, expansion of "tuition equalization grants," designed to narrow the widening cost 
disparity between attendance at public and private institutions of higher learning . 
and iereby arrest the trend in the enrollment decline of the latter (which moved 
from 30 t^ 22 percent of total university registrants between 967 and 1974^ 
wol alone cost federal, state, and local governments aq additional $1.125;000.000 
n974 dollars) in the academic year 1979-1980. ^ r 

^ InVhe cultll f.^ Foundation has recently issued a study of the 

future financial needs of 166 leading resident theaters, operas, syiWhonies, ballets 
and ^En dance companies.^' Ass^h,ing both that the earnings o these organiza- 
, tions would Jdw. at the same ratf as was truejfor thepenod, 1965.1971 an^^ 
the rate of inflation would averag^ 7 percent [^er year, the total 1^0-197 deficit 
of these-^Hsiitutions. some $62 million.. Would increase ^ $335 m, on 
1980-1981. Based upon these "optim stic speculations" the Ford study estimates 
hat both a i..;7i-^oW-,increase i^ government suf^x^rt and a jrWr^p^^^^^^ 
private contributions over ttie decade (1970-1 980 will be needed for them simply to 
maintain their ] 970-} 971 financial position. In absolute numbers, government granU 
of $8 million in 1970-19'fl to these 166 performing arts institutions would need to 
°ump to '$133 million ;to meet, the public share of the effort to achieve^ financial 

'^^Comparable examinations of the prospective financial needs of hospitals social 
Welfare agencies, and independent scientific research facilities are not now available. 

- ■ ■ '94 • ' " 



• But it seems entirely possible that in overall terms, government funding to. the 
nonprofit Sector over the next two decades wfil have to quadruple or quintuple if a 
severe- contraction of the number of voluntary agencies and their total service 
capacity is to be avoided. ^ . ' ' ' - 

As a practical matter, the tremendous increase in the flovy of government funding 
that will be required to meet the maintenance needs of nonprofit institutions has to 

* emanate from two sources - an expansion in the volume of direct 'supportive and 
rescue grants; and a greater diversion^of rese^rch,^ training, and operating funds from - 

j^overnment-owned-and-operated facilities to the Thi^3 Sector via purchase-of-service 
^contracts. One of the first and most important tasks of the White blouse Advisory 
Commission and/or the special presidential assistant for the Third Sector 
recommended in this study should be to review carefully all of the present programs 
and activities of federal agencies in fields of health, education, welfare, science and 
foreign assistance to identify those that could equally well or better be shifted from 
direct governmental administration to priv^e agencies through the. grant or contract 
arrangements. - ^ 

For private nonprofit institutions to receive such significant resource increments, 
they and their supporters will have to win them in what promises to ^be an 
increasingly intense competition for government resources from the many rival 
claimants — labor, business, the military, agriculture, and the rest - who will 
forcefully articulate their interests and demands in a variety of put^lic forums. And 
that competition jwill of course be conducted principally through political, primarily 
legislative, processes. " , ' " 

Such efforts to force-a major reallocation of resources from public to private 
control will also have to directed to the bureaucratic level. That task will not be 
easy to accomplish. Official departments and bureaus will clirig tenaciously to their 
direct administration of programs. One of many examples of this bureaucratic 
capacity to oRpose successfully efforts to hand over funds and a degree of program^ 
control ^o private agencies was the Agency for International Developrrjent'J negative 
reactionSjto the recommendations of the Gardner Report qf 1964 to this effect 
Despite->the quality and prestige of the committee and the strong rhetorical backi^ 
_its recomnieadailons^eceiYfidlfmirL the , highest officials of the executjye. branch, 
ifttle if^ny change in the proportion of AID's work carried out tfjrpugh nonprofit 
institutional channels was effected. 

Resistance^ to resource shifts in order to retain control will not be confined to 
the executive branch. Some legislators too are wary of delegating the implementa- 
tion of public purposes to private groups. They perceive this shift away from direct 
government operations as a weakening of their control over the programs funded. 

for the private sector and the perspective and interests that it represents to 
prevail in this contest for resources from government, a minimum requirement, as 
has been argued repeatedly in this paffer, is a much more adequate dataJ)ase, a 
much firmer underpinning jof analysis and conceptualization to buttress Its argu- ^ 
ments. and a much better record of having put its own house in order. 

ih (addition, there nhust go forward a major effort of activating,, organizing, and 
coordinating the battalions of actual and potential supporters op the private sector 
caulelfind the pluralistic philosophy ^t embodies. Citizens inclined to be sympajthetic 
havje [never been^suffibiently informed or mobilized to*carry much poMtical weight^ 
But, m theory, they remain a great potential force, in both numbers and influence, 
to vyit, members of Anierican church groups, supporters of private secondaify and 
higher ^uca^tion, many jn the ranks of science and medicine, large elementspf the 
Intellectual and cultural communities, and substantial Segments of the'ma^s media. 

Though few^in number, there are examples of nonprofit elements^ that have 
learned the importance of intercommunication, organization, and sustait/ecj involve- 
ment in the political systerti as prerec^isites to attaining' publjc subsidies at desired 
levels. In New York5,tate, both large cultural institutions Ind smal^community, arts 
Q recently joi/i^q forpes to forge* a strong cibalition, called Concerned Citjzens 
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for the Arts Armed with empirical data derived from considerable research, ihey 
were prepared to argue for the enhanced support of the arts on the grounds of its 
economic as well as of its aesthetic and social value to New York'State. By pointing 
to the fact that the arts constitute a major state industry with a payroll of over 
$100 million and that other major )|usinesses t from parking lots to hotels to 
resuurants - were in large measure dependent upon the patronage that growing 
audiences for cultural attractions of all kinds provide, ttjey were able to develop a 
sound brief shaped intentionally to appeal to considerati6ns that practicing 
politicians are inclined to accept. An unprecedented flow of letters, phone calls and 
personal visits to state legislators way orchestrated to coincide with the scheduled 
vote on an annual appropriation for the New York State Council on the Arts. In no 
small measure due to this energetic and thorough research and lobbying effort, 5^4 
million was finally allocated for the fiscal year 1974, and New York retained what 
is by far the highest level of state funding for the arts in America. • 

\'' / 
The Need to Broaden Public Support and Partiei^tlon 

'if the ftow of funding into- and tbrough the private sector is to be increased 
significantly - both through increased individual giving and through rechanneling 
some 'major' voJume of government funding - major shifts in national poliaies are 
implied. And if these are to be "brought about, the Third Sector wiH not only have 
to activate its sympathizers but also colgert some of, the disintecested and the 

/skeptics-, of whom there are man'y. • •• ... 

The persis'tence of the practice of private giving in the United States is quite 

' 'extraordinary in the face of the neglect, even the discouragement, that^ittingly or 
unwittingly has been one of the m4or characteristics of public? policy toward it^ 
Twenty-three million taxpayers itemize cfeductions of charitable gifts each year and 
additional tens of millions give who take the standard, unitemized deduction Some 
60 000 000 or more directly participate in volunteer activity. But examined more 
critically the overall figures obscure some trends afid qualitative aspects ^bat are less 
encouraging. Giving is most practiced by the wealthy and by the lower-inconne 
-groups- the middle sags. The oJd are more inclined to volunteer than the young.- 
'Church members are more supportive of the principle of private giving than 
non-church rtfembers, but religious belief and practice is in decline. In a society ot 
increasingly higher levels of educational attainment, support for voluntarj^ does 
not appeaf^to be correla'ted with educational achievement and there are inrlications 
that the opposite, may be the case.. - 

Thus the popular base of suppdrt for the Third Sector may be broad but,-among 
its more traditional elemelTts at least, it is decaying. In political terms, it has tended 
to be both parochial and inert. Its supporters^nd participants, though numerous, 
are unassembled. Except for their concern for spegific organizations or activities, 
they, have remained largely passive and' indifferent to the fate of the private, 

rlu'fitary sector as a whole. \ ' 

On ihe othfer hand, at lea it t^hree major segment? of the American Popqiatio'i can 
be Identified) whose attituce toward private philanthropy and the Th|rd bector 
ranges from Lkepticism to hostility. These are, first, bfue-collar workers and their 
trade unipn I'eaders. In the hearings on the 1969 Tax Reform Act the testimony of 
their spokesmen was generally negative toward the notion of privat<phi anthropy as 
it has functioned and toward the tax privileges on whidh 't is based In large part 
the organized industrial working class sees it a? a' rather ojd-fash loned and 
inadequate - if not a down-right objectionable - approach to easing the problems 
\hat are of greatest concern'to them, namely jobs, housing, health welfare services, 
and educational opportunities for' their children. They are mckined to look to 
Q government, not 'the private nonprofit sector, asjthe fnore' responkive and effectiv^^ 
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Instrumentality to deal with their needs as they see them. (In the past, the attitude^ 
of labor toward philanthropy has reflected" a generalized suspicion of the corjDorate 
, origins and connections of most foundations. Also, since labor has been virtually 
excluded from participation in the governance of private foundations and from 
receiving their grants, there has never been much interest in philanthropy nor any 
strong conviction 'about its social usefulness on the part ^of the union movement, 
but jn the past few years, labor has begun to shift into activ^e opposition. This 
results in part from its growing concern with the inequities of theltex -jyste^. In 
certain cases it also reflects die resentment of 'some piajor trade union figures who 
s§e a strong connection between foundation staffs and black militants, which in ' 
their view is an anti-worker and anti-union affiliation. Albert Shanker, the head of 
the United Federation of Teachers in New York, was partitJularly outraged by the 
.grants, of The Ford Foundation in relation to school decentralization in that city in 
the late 1960s.) 

The second major group whose leadership has been openly critical oT philan- 
thropy is that whole underclass for whom George Wallace has great appeal. It 
includes heterog0ne9us elements ranging from poor whites in the rural areas to some 
elderly to various ethnic and minority groups. A common view among this large 
element is that they have not only been ignored but are moreover the objects of the 
puling elite's disdain. From their perspective, philanthropy is simply an instrumen- 
^tality of the elite for the elite; it is seen as .neither relevant nor accessible to them 
in alleviating the problems that are of greatest concern in their lives. And because 
they feel that as rt operates, philanthropy h^as a strong class bias against their kmd 
of people, their antagonism toyr^rd it is in many cases militantly resentful. 

The third noajor grouping of skeptics toward philanthropy and the Third Sector 
is that activist vanguard of consumerists, environmentalists, civil rightists, women's 
rightists - the SAM -, who have deeply shaken our society in recent years. The 
SAM, though themselves part of t]f\e Third Sector, have been critrcal of tKe elitism 
of phtlanthropic and other Third Sector institutions. 

* . In the view" of many of these generally well-educated, ^osphisticated, and 
politically minded individuals, philanthropy and the nonprofit sector is regarded not 

^as a pluralistic but a preferential factor, one that benefits primarily a ^ijiall group of 
donors and' in turn a certain limited group of beneficiaries. They consider the Third 
Sector as it now operates as being on the whole, a denial of their notions of equity, 
democratic participatiort, and accguntability. - e) 

' ' Thus the reasons for non-^up^oct of the Thira Sector among these elements are 
^varied - from pragniatic to emotional to philosophical. The net effect in political 
terms is to leavc'^'it increasingly isolated and vulnerable. Unless practical steps are 
taken to imprpve its^ performance and to broaden its base of pu^lrc understanding 
and participation, it is difficult to see how it can long survive, as a societal sector of 
any copsequ6nce.^lndeed, it could become little more than the vermiform appendix 

* of the .American Way. Self-reform.is the fir^t requiremejjt. (The list of what needs 
•to be' done - for the Third Sector to shed its image of elitism, to reorder its^ 

, priorities, "to improve its governance structures to make them poce representative,' 
to revise its programs to make them more responsive to riew demands, and to 
develop new procedures to insure greater access and accountability - is long aTid by 
now rather familiar, ^ince the Donee droup of the Filer Commission under the 
lejadership of Ted Jacobs addressed itself to these p/oblems^ We felt it would be 
redundant to treat th^em in cletaM In this document.) 

A second requirement Ps for changes in public policy lo .assist and encourage 
-wider public participation Jn^ private voluntary organiza^i9hs and in practice of 
private givirtg. Thj?se range from a reversal of. current federal policy under the New^ 
Federalism doctrine to downgrade citizen involvement In att federal programs and to 
cut off direct assistance to citizen groups of various kinds to 'changes in tax policy. 

In the view of the prjesent wr4ters the single most important and politically 
-^*^*-*change in. tax legittji|j,pn wKich should be seriously stgdied is to teSir'down 
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the wall, of discnmination against the participation of at least four fifth£pf 
American taxpayers m the prdctjce'of privite giving which we have allowed t6 be 
erected. That wall is the existing discriminatory system of so-called ''tax incentives/' 

The present system has some practical vjrtues-, of. course, in that it helps 
stimulate the present level and patterns of private giving to charity. But relative to 
the needs of the Third Sector it Is at best inadequate. Many great categories of 
institutions are m poverty and stagnation as a result. And at worst the system 
degrades the very idea of f)rivate giving for public purposes, it makes one of the 
noblest of human and social virtues increasingly an object of public cynicism and 
derision. As they are now constructed these incentives provide no real inducement 
for at least three quarter^ of the American taxpayers, and they can be exploited for 
the selfish advantage of the remainder 

They contain four built-in and rei^jprcing inequities. 

.1, As they ^re structured, the incentives have the effect on the basis of present 
tax rates of giving a government subsidy of 14 percent to the charitable gifts of the ' 
taxpayer in the lowest bracket and of 70 percent to those of a taxpayer in the 
highest bracket. They are in this sense regressive, not progressive. 

2. They, moreover, double this bias in favor of the rich by the way in which 
unearned 4ncome - that is, capital gains - is treated. In general terms, a wealthy 
person by "making his cpntributioCis in the form of appreciated property or securiti,es 
can often make his gift at little or no net cost to himself, whereas the avprage 
person, whose incort^is in the form of salary or wages, has no such possibility. 

* * ' 

3. Whatever little inducement the system offers the person of low or medium 
income is nullified by the "standard deduction,** which in effect says to him, ''it 
makes no difference whether you actually^ give anything to charity; you gei the 
standard deduction anyway." 

4. •Finally, Hhe who(e system is upside down and backwards because it ignores 
the' fundamental fact ihat a poor man*s gift to charity involves more of a sac/ifice 
in the real sense of \ha> t^rm than that of a rich man. Yet the inducements to give 
are focused on. the man or woman for whom giving presents no real deprivation of 
basic reiquirements for himself or his famijy. * ' • 

It IS little wonder, then, that a good many Americans, laboring under increasingly 
heavy and unfair tax burdens, regard- these inducements as merely another 

' "loophole," another scheme for •the rich to avoid their fair share of taxes. And it 1s 
remarkable, as well as a most encouraging evidence of \he strong charitable inclina- 

' tion of so many Americans, that large numbers of them', including^ m^ny of very 
iow income, continue, to. contribute to many causes and institutions despite the 
irrelevance of present tax ino^tives to them. ~ , ' 

* , Any adequate formula for reforming the present arrangem*ents must satisfy, the 
followirig five criteria*. ' , t 

' 1 . It mustineet the issue of equity head-on - and make it as painless for a poor 
man to give to 'charity ^s a rich m^n; . ^ ♦ 

2. It must offer a sufficiently powerful attraction to dravy millions more 
taxpayers - fropf every age, ethnic, and socio-economic group - into the practice 
of charitable ^ng; ♦ ' * . 

/ ' " ' ' 

3. <it must thereby generate a substantial increase in annual private giving - an 

increase a^^east on the order of^25 percent over present levels; 
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4. It should produce an increase' in resources to .the private .sector at least 

equivatent to the resources diverted from government revenues; 

5. It must not jeoj^ardize the continued existence of those very importani 
cultural, educational, and scientific institutions which are particularly dependent un 
the gifts of .wealthy taxpayers. ' 

This is obviously a difficult prescription to fill. B^tXl^iere is considerable reason 
and some evidence to believe that the following specific possibility might largely 
meet the requirements: 

That every taxpayer be offered,- as an 4dditional option under the Revenue Code, 
the right to make a direct deduction from his federal tax bill of $X per year ($2X 
on a joint' tax return) on presentation of documentation that he or she has in fact 
given that much or more to a bona fide charity. (What the dollar limit of such a tax 
credit should be can be determined only after more information is available on the 
total inq^se lo private giving which is needed to ensure the overall strength and 
position oHhe private sector and after further stud/ has been made of the probable 
impacts of a tax credit on levels of giving and on government reveiiues.) 

This tax credit proposal does not eliminate the present special incentives in" the 
tax system for the* rich, but it provides an additional option available to all 
tapcpayers. .The justification for paralleling rather than replacing the present 
inequitable incentives is a practical §pd not theoretical one, namely that the large 
contributions of wealthy taxpayers to charity provide an important pace-setting and 
leadership function in fund-raising drives which if abruptly eliminated would be 
seriously damaging to important categories of institutions. 

The proposed formula would appear to satisfy the equity issue - at least to a 
limit of $X —for every Uxpayer. It would not, however, offer those too poor to be 
taxpayers the opportuntty to be^philanthropists. But this is a limitation that perhaps 
many would regard as not fatal. * 
■ Such a limited '100 percent tax c*edit, by making a taxpayer's gifts up to that 
levef ''cost free,'' shpuld in theory be a. powerful 'inducenjent to taxpayers of all 
income levels to give to charity. And if' a high proportion of them did so, the net 
gain in resources for the Third Sector could reach many billions of dollars. But 
without mor^areful sfudy and perhaps some actual experlmentatior) just how 
many new givers and how much of an increase nn giving might result cannot be 
definitely predicted. To judge from the' rather limited taxpayer response to the 
small credit now offered for political contribution, the impact might be limited. 
But, f9r several reasons, that may not be a relevant precedent, and in any event 
what might happen once nonprofit organizations of all kinds energize their fund- 
raising efforts ,to take advantage of this great new possible bonanza could be 
enormous. ' 

Likewise, i\ is difficult toJstimate precisely whal the net loss In government 
revenues and the net gain to Charity ffom such a changeover might be.^But even if 
the decline in government revenue should be greater than the gains to charity - and 
this cannot "be assumed - ,the "efficiency" of a tax credit is i?ot to be measured 
purely 'm such arithmetic terms^ Other important non-monetary social benefits may 
result - as will, be ai'gue^ slater ^ which might more ^ than /compensate for the 
"inefficiency" of ^uch a measure. Moreover, if. there are those who might object to 
a tax'credit approach on the grounds that it is unlikely to produce great increases in 
resources for cnarity, .there' are others who would oppose it on the grounds th^t it 
,would be too effective in the sense of producing a major reduction in governmental 
revenues. At a time when government budgetary deficits are already a matter of 
grgat concern, this argument can be expected^o have corisiaerabl^ weight. But fhe 
answer to it has to be given 'in terms ev^ more fundamental tnan fiscal policy. 
Ultimately, the wisdom or unwisdom of re(^ucing government revenues at this time 
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and thereby further (unbalancing the budget^turns on the issue of what kind of a 
society we propios^ ta try to maintain. If a private, pluralistic sector is essential to 
safeguarding fundamental values, then the resources necessary for its preservation 
have to be given prior>^ty over other claims, even over other very important claims. 

But assuming that t^e introduction of this kind- of tax credit could reasonably 
satisfy the criteria stipulated, what migh^t ,be §ome of the broader social benefits^ 
that could reiBfuit? - " 

First, some degree of public confidence in the reasonableness and fairness of at 
least one aspect of th^ tax system^ might be restored. Second, the resulting 
democratization in the sources of charitable giving would be at least as important as 
the sheer increase in the volume of giving. The {Principle and the practice of 
personal contribution to nonprofit agencies and activities would receive significant 
stimulus annong all elementi> of the population - ethnic groups, blue-Collar workers, 
the young, and the special ^ minorities in our society interested in everything from 
the improvement of playgrjounds and the administration of justice to wildlife 
protection and civil liberties.^ These changes would make it as easy for the average 
taxpayer in the future, as it^ has been for the wealthy person until now, to give 
sofnethihg to his college, churc^h, or local hospital. It weuld, for the first time, make 
it realistically possible for the poor and the peofJle of the 'ghettos to give reaf 
financial support IQ their own (:ommunity organizations, which has some relevance 
to self-respect, dignity, self-responsibility, and social harmony. It would make it^ 
possible for young people with rnodest incomes to contribute to the YMCA, or , 
Naderi^oV-er Care, or whatever civic cause or institution that inspires them, which 
has some relevance to the problems of alienation and cynicism as well as to the 
prospects fox 'social change. It wOuld provide a significant and prxjbably constitu-* 
^ tiona! way for those .interested iV the survival of parochial schools to give tax- 
deductible help to them, which hks some relevance to the problems of building 
strong political support fqr legislative passage of such a proposal. 

For those )(Vhose prinaary concern is , the reduction of go/ernment deficits, this 
kind of proposal of course represents a threat. Forxit dogppconstitute 4 '♦pw and 
more furWamental approach to the Yiuch-discussed matter of. 'Vevenue scaring." 
That ido^^as it has commonly been out forth involves opiy the redistribution of . 
governm^t revenue amoPg the various\ levels of governmejnt. The kind of revenue 
scaring cohi€L(Ti plated here envisages rathW a redistjibution ,of resources between the 
governmental sector ahd the private nonpVofit sector, at Iwst to an amount of a Jew 
billion dollars. This "diversion** of revenue from the /unds available' for use by y 
governmental agencies will not of course be helpfurln balancing governmental 
budgets. But from the viewpoint of thosA who are^^riously concerned about the 
decline. and degeneration of the Third SecW in American life, the public poli(^ 
choice involved here goes beyond budget balanchig to a consideration of the very 
nature of the kind of society - more plurali\ti9 or more monolithic - we hope to 
preserve. 

(It is a serious fallacy to consider, as^'^ome econometricians do, that the 
"efficiency** of any tax-incentive arrangement is^o be measured purely in monetary 
and bookkeeping terms, that is, that an ^ncentr^ve is "efficient" if the amount by 
which it increases the flow of private , charitable glying exceeds the amount of 
reduction it imposes on government iiicome. Li|<ewise it is "inefficient" if the 
increase in private giving is less than th^ resultant decrease in government Income. 
This may Be a defensible, if narrow, economic approach. But it is hardly 
^ comestible that the "efficiency" rff^aTeform in tax incentives could be - and in the 
opinion of these writers should be - defined in bmader and more basic ternis. 
From this viewpoint, the "efficien/y'*" of a tax incenUye proposal for private giving 
is be evaluated not only in terms of its impact on the flow of charitable giving 
and on government revenues buf/also in terms of its imp^act on public confidence in 
the equity of the tax system as/a whole .and its effects on the degree of alienation 
involvement and participation pf significant population segtnents in the construe^-, 
/e'' activities of the society. / ^ 100 
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Granted these non-monetary, non-bookkeepmg considerations^ are extremely 
difficult to measure, if they ^re not essentially unmeasurable. But there are 
nevertheless real considerations which must somehow be weighed and given credence 
if wise and no^ merely technocratic or arithmetic guidance is to be given to the 
course of public policy.) 

This particular suggestion of a limited 100 percent tax credit as an option to all 
taxpayers carr be evaluated only by giving thought to such questions as these How 
urgent in ethical and human welfare terms, and how dangerous in terjns of the 
stability and cohesion of the United States, is the fact of widespread poverty, 
alienation and despair in the spreading black ghettos of our major metropolitdrf 
centers? How contributory to the sense of frustration, helplessness, and anomie of 
the residents of those tragic neighborhoods is the fact that they have not been in a 
position financially to support their own private voluntary organizations and 
institutions but rather are dependent on benefactions of wealthier outsiders? And 
what difference mighj^it make in their own sense of dignity, ^responsibility, and 
positive involvement in their community life if through a tax-credit arrangement 
they were able to make their own contributions to support the charitable^ cultural, 
health, welfare, and educational institutions 'm their own immediate environment? 

. For in weighing the need to strengthen the private pluralistic element in our 
society we are ultimately considering some of the most profound psychological, 
social, poliiical aiyd ideological issues of our times. We necessarily are. considering 
the nature of /nan, the nature of society, and the relation of man to his society and 
to the State. We are necessarily considering the imp,jcts of modern, urban, 
industrial, technological society on human welfare. We^ are necessarily considering 
the great issues of what kind of governmental and social structures and procedures 
are most adequate and appropriate in satisfying not only the material and phy.sical 
needs of our' population but also thei[;,4;wchologlcal, ethical, and spiritual require- 
ments. ' • ^ 

At this level of philosophical an/lysis, nothing could be more obvious than the 
fact that the huge and advanced /ociety such as thai of the United States is at 
present subjected to powerful ani simultaneous- forces of change and adaptation, 
that it is under excruciating stresf, and^at the. social and human symptoms are on 
every hand. Moreover, it is cleaanhat in attempting to understand and cope with 
comtemporary .problems we ar4 all caught in contradictory philosophical and 
ideological confusio^ns, and unl^s contradictions can somehow be reconciled or 
resolved, the "base,** io to speaK, of the private sector cannot fully be revitalized 
and reinforced. • V 



However unimpressive K may be in some of its institutional manifestations, the 
American tradition of voluntarism and pluralism nonetheless has deep; vigorous, 
livinig roots, the vitality of that tradition is sustained by and reflected in the 
intellectual and ideological currents in contemporary life. These are by no mearis 
uniform, indeed they are swirling and contradictory, but, from the point of view of 
those devoted to ideas of diversity arid democracy, they are on balance quite 
hopeful. ^ ^ ■ • 

On the one band, the immense power of the ideas and motivations underlying 
the growth of central state power in many nations of the world, including the 
United States, for the past century is by no means spent. And it is obvious that the 
employment of federal power irt this country as elsewhere has been associatecl with 
some resplendent achievements in liberty, welfare, ^nd equity. Federal go'vernmeht 
power, not that of local or state power, br6ught about the abolition pf^slavery artd 

Q 'n the course of time, increased civil rights for Black and other minorities. It 
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. was'the utihzatiun of federal powep that imposed restraints on the excesses of those 
who used to be called the "malefactors of great wealth/* In the 1930s out of the 
disaster of the Great Depression came a wholp range of new federal prggrams to ^ 
stimulate the economy, to provide social insurance for the aged, to strengthen' the 
bargaining positon of trade "unions, to rehabilitate the nation's agriculture, and 
generally to intervene in the market system in behalf of weak and disadvantaged 
elements, la the period since the Second World War and down to the present, 
employment of federal power in behalf of a wider and wider range of. egalitarian 
objectives and as a guiding corrective factor in the imperfect functioning of the 
ma/ket economy has continued almost unabated. Many Americans deeply believe 
that in, a modern, * democratic society such employment of central government 
power IS both legitimate and necessary. And many believe further that in vi'ew of 
the coRtinued wide disparities in*wealth, influence, and dignity in our society that 
the .instrumentalities of central government still repres^t the best hope of achieving 
some greater degreje.of social justice, stability, an5 cohesion. 

On the other hand, as the sQ-called Welfare State has^progressed, the side effects 
and implications of* that expansion hkve begun to stir growing concern in *many 
quarters. Time was when opposition to it was largely confined to' economic 
conservatives, racjsts, and social traditionalists. But to that dwindling band ha^ now^ 
been added strung infusions from the counter-culture*, radicals of the New Left, 
militant libertarians, New Conservatives, and miscellaneous o'thers of all age groups 
concerned by the inhuman scale and^ unresponsiveness of great bureaucracies, 
whether corporate or governnpental, the'jJnaccountabilit> af vast centralized mech- 
anisms, whether public or private, and the positive importance of reestafelishing 
effective citizen participating in the control over the various programs artd institu- 
« . tions which dommate their lives. ■> \ 
, Thus, an eminent humanist like Robert A. Nisbet writes, ''What we have 
witnessed. . . in every Western country, and nat least in the United States, is the 
almost incessant growth in po.wer over the lives of human beings - pp^ver that is 
basically the result of a "gradual disappearance of all the intermediate institutions 
which coming from the "predemocratic past, served for a long tifne to check the 
kind of authority that almost from the beginning sprang from the new legislative 
. bodies and executives in the .niodern democracies... What has in fact happened 
during the past half century is that the bolk of power in our society,^as it affects 
our, intellectual, econonriic; social, and cultural existences, has become/ largely 
invisibie^ a function of the vast infragovernmeot composed .of^ bureaucracies, 
commission^ agencies, and departments in a myriad of area^ . . . The greatest sjngle 
^ revolution' (tf .the last centi^ry in the political sphere has been the transfer of 
effective power over human .lives from the constitutionally visible offices of govern- 
ment^^Ohfi^nominally sovereign offices, to the vasl network that hks been brought 
into being l^^the name of protection .of the people from their exploiters?"^ ^ 
' From the New. Left, the Institute for Policy Studies o^ Washington, D.C., in its^ 
report on the first decade of it* activity^^ recounts that it'was formed by a groyp 
of men who h^d come to Washington between 1958 and 1962 "to work in or an 
X the edges of government. They had conne to Washington beJieving that the American 
governin_g'\process was mostly resp<Jnsive to public pressure and public needs; they 
found that the government was chiefly tesponsible torinstitutionaf interests 'that 
were divorced from publi,c need. They wondered whether the major institutions of 
" 'American-life .had not become inimical to the life and'safety of the public." As a 
" result, one of the prenriises around which their action has-been focused is that 
/'government had become unresponsive and destructive In targe part because all fresh 
, .political ideas and moral truths were smothered in the bureaucratic process, . . By 
1972 most of tf^e Fellows had concluded from their work th'^it a concentration of 
va§t po^ver in the hapds of a few had become typical of the American policy, 
economy, and CuHtti*^ and that the structures of racism and militarism, the ex- 
.^**-usting work place and the > exhausted family,''' the naandadn university^ and 
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• bureaucratized religion, deforested, and depw)pl^d Appalachia and* devastated 
Vietciam were results of this conc ery[r ation of ppwer. . . On the other hand m6st of 
the Fello>ys developed an analysi<^|rt saw decentralization of pQwerand work^able 
communities gov^ned by full 'democratic participation as a necessary part of any 
life-enhancing fiuub^ This was an impulse shared by many scholars and activists all 
^ovcr the United States. In their various arenas of research and social invention most 
of the Fellows began more clearly to focu^^n community-oriented altjsrnatives 
(rather than, say, centralized socjalisnj, the corporate state, or Massez-faire indlvid- 
" ualism') that might emerge from th^ present, situatioii."^^ - " 

From the'^othfer end of the political spectrum, Jrving Kristol, one of the New 
Conservatives, is a sharp critic of vvhat he calls "The New'Class'^ - the scientists, 
teachers, educational administrators', journalists ^g^pthers in the communications 
industries, psychologists, social workers, Jawyers,^aiid cU)ctap|?*who make their 
carejers in the expanding public sector, city planners,j^^n<^Qft staffet^, the upper 
levels of the government bureaucracy;^ and so forth-jijOTS opinion they are gaining 
crucial influence in American society and their objective is nothing less than to gain 
"the power to shape our civilfzation a power' which in a capitalist system is 
supposed to^ reside In the free market. The *new.^ss' y/mts to see .much* of this 
power redistributed to government, where .r/7ey will tijen have a major say in how it 
is exercised." \ • • . " ^ 

But^he concludes as follows: **Not that thfe situation is hopeless ^ it's just that 
/one has to recognize the limited range of the possible. It /s possible, I think, at least 
/to preserve a substantial and vigorous private sectqr - not only a business sector, 
but also a non-governmental not-for-profit sector - in the Unit^ 'States. This can 
happen,.. . because of the profound appeal of individual liberty to all Americans, 
and because of Xhe equally profound distrust of big government by all Americans. 
In this appeal .and this distrust.even members of the 'new class' .share, to one degree 
or aribther. It IsUour. good fortune that they are not doctrinaire socialists, as in 
Britain, even if they sometimes look arid sound like it."^^ ^ • ^ 

A/view from still aftiother perspective, but- in fundanqental* harmony with these 
other expressions, is that of the eminent young astronomer, Carl Sagan of Cornell 
Univd'sity. In his words, "To use a biological analogy, which is often^dangtrous bu^ 
sometimes pertinent, our society at present ir subjected" to'multipje and 
simultanepus transformations and demands upon it - technological, social, ideologi- 
cal, internationi?!. Any organism^caught in such a, situation must either adapt or 
disappear. And the inbuilt mectiamsm of experimentation ahd adaption which our 
iocictV possesses is its, muitiplicity^arid' pluralism. That quality Is not only a tr^dj 
tional Virtue; it has become the' Indrspensible instrumentality of our soci 
survival.V^ \ . ; ^ ' - * 

Thus, whether op^ looks at the tenor of the significant new philosophical state- 
ments emerging from our leading thinkers of divers^ points of view or whether one 
ot)serves the multiplitity and int^arrtity of social movements and organizations of all 
kinds throughout the country deman*ding institutional, accountability, responsiveness, 
■ citizen. participation, and decentralization of cc^ntrols, it is tinrnistakable that widely 
felt Human conoehns arS expressing themselves. ' - ^ " 

Jt is quite possibly ^true that the reft;6nciliation of the apparently ^contradictory ^ 
^ tendencies between proponents of me Welfare State and advocates of the New 
Hucnanism is the crucial philosophical^ and political\]ssue of our times, ^ut in their^ 
ethical and social objectives^ they seem to have more 'in common than, they yet* 
<cicognize — and in this theVe is great reason for hope that pluralistic values will not 
, beldst. . • ^ ' • 
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THRNEED TO CREATE A NEW PUBLIC FOUNDATION. FOR 
J THE PRIVATE, NONPROFIT SECTOR 

Tne provision the 1969 Ta5c Reform Act imposing a 4 percent audit fee on 
foundations has surely been the most roundly denounced feature of that controver 
sial piece of legislation, both by foundations and much of the rest of the nonprofit 
community. But if may turn, out to be - ^r can be shaped to' become - a bopn pt 
immense and permanent i)enefit to the strength of American pluralism. ^ ^ 

Consider these factors: 

' 1 The Third Sector is in- a condition 'of sqVIous' and giowing difficulty. JHe 
'search for solutions to its problems is impeded not only by ignorance but by the 
traditional parochialism 'and extreme, fragmentation of its various sub-grbupings. 
* ' • ' * - 
2 There is little that the Third Sector as a whole has ever been able to agree 
•upon or tb-act in concert ^ox\, and perhaps least of all its need for r^se^rch and 
planning to try 'to re'^dress the general decline taking place in its position and 
influence.. Nor have the major fotmdations been disposed to invest .significant ,^ 
resources in such research. , ' - ^ \ \ 

3^ Yet there is Dot a ^hajor sector American life that is so seriously in need of 
a maior and sustained .program of data gathering, analysis, planning, public educa- 
tiort and the systematic development of new actionable policy ^proposals Unless, 
^such a fund of knowledge and ideas is developedVt is difficult, to imagine that the . 
Third Sector can continue* to be a vital element in American pluralism.. But to 
develop it, funding on the order of perhaps $10 nfiillion a year on a continuing basis ' 
would be nece^ary. 1 . , ' - ' 

4 If in addition to, research, offices of ombudsmen were created at federal, 
^ state and major met-ropolrtan levels of government, ^s this paper has supsted, Jhe 

cosrrequirements of s^ch an action proscanh could well total ;another $10 million or 
rflore yean (If such ombudsmen oMces were established, their budgets might,-. 
* -of raOrse be pro/i^ed by the various levels of government or by federal grants-m- 
aid But it may be recalled that one of the most effectiveannovations in the history , 
%of American philanthropy was action of the Rockefeller G^eral Eduction Board la 
1912 to subsidize the appointmeht of special officials to work full time withip state- , 
departments, of education throughout the South ^tcT , improve schools -and school 
'programs /or -Black children.) / 

5 It is unlikely in fhe extreme that the private sector can or Would provide 
financial supporLon. any such scale. It Is currently hard^lressed by^many demands 
on its shrinking resource^ and its y/hole history is one of consistent unwillingness to ^ 

' invest .si^ifi^nt .capital in studying its own needs and fJroblems. « . 

* ■ « ♦ 

6 If what is -so obvi6usly necessary will not happen. thr6ugh private, voluntary 
' action, the alternative of govefnmenf funding - despite its. possi|)le hazards and 

inconveniences - surely deserves to be considered. Before the.nonprofit sector tfies 
to mount an all-out drive to repeal or drastically reduce the 4 percent audit fee • 
therefore, it, might well pause to consider the possibility^of utilizing a portion or^all/- 
> of the "surplus- rev'enoes being generated by thp presekfee which are not heeded 
for auditing and surveillance .purposes to fund Xhe kinds of research at^ planning 
activities which have here been proposed. (The possibilikof converting the present 
ee into a levy not only on the foundations but on all nhhprofiropganizations is of 
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''course a separate question. But if that tack is taken then consicjerati6n should be 
• given to the setting. of such^a fee at a level which wouW support not ohiy auditing 
and surveillajice by« governnient but also the research and analytical* rieeds'of the 
.•Third Sector generally.) • ^ 1? * " 

Throughout this piper a variety sof major Third Sector research programs and* 
activities has beer proposed for implementation. Anfwng them are studying ways 
and 'means to improve nCTnprofit* institutional governance and management 
performance; assembling basic data about the size of the private sector, the number 
of individual^ it employ's, the economic value of its operations, measuring sectoral 
financial needs over time; and comparing the efficacy of alternative methods of 
government finding of nonprofit agencies. It is apparent that a suitable mechanism . 
for financing these and other pi-ojects needs to be inve^ed. 

We therefore suggest consideration of the possibility of establishing a new public 
Foundation , for the Private Nonprofit Sector - which would operate somewhat in 
the fashion of tbe National Science Foundation or the National Endowment for the 
Art$, with a mixed government-private board of trustees, with a small professional 
staff, and with peer group review committees ,on grant applications^ It mighCeven 
be 'desirable for tha^private sector itself ^o contribute some proportion of matching 
funds to the new foundation's income each year, thereby reinforcing the position of 
the private element in the foundation's^ policies and actions. ^ * ■ 

Funding for the new foundation would be provided principally or exclusively by 
allocating to it thfe revenue obtained by the present (or some revised) audit fe^ over 
and beyond the funds required by the Internal Reveous Service to carry out those 
functions. ^ * ' . • • » * • - , 

Since^he audit fee produced nearly $75 million df revenue in 1973 and since * 
only one"fourth of th,^t - or $17 million - Vasf needed for auditing^and surveil- 
lance costs* .the fee might be cut In half. Then, of the $35 million to $40 million' 
which would be collected, hajf might be allocated for surveillance and <(uditil^g costs 
and the.other'half transferred as, an annu^^l btbcfc grant to, the propose^ new public 
foundation. * ^ . 

An additional reason for considering its creation is simply that it may well prove 
politically impossible to redi/ce or repeal the present fee. In that event, there is then * 
an urgency ^bout finding fX)nstructive use for the "surplus" revenues now being 
cftll^cted. For ff such uses are nqt found, the availability of thesQ funds is an open - 
► i^nvitation either to simple bureaucratic expansion and wast^ulness or, what could 
,be far worse, to. the progressive expansion of surveilfance activi,ties into subjfentive 
and program activities of private nonprofit institutions. mj^ 
^^What v^ould appear'to be needed at this point is^ first, the'establishmenron a , 
purely private basis of a tempj>rary stbdy group to weigh and analyze ^the alferna- 
tives, to' think through the complex^ policies and procedures by which such a 
foundatioa^might best operate, and to come forth with recommendations and an * 
t)perational blueprint. Following its report, there then may, Be needed, as 'a second 
stage, the creation of a high-level and inftuential private "action gVoup to. try to win^*^ 
executive branch and congrdssionaL' support for the plan developed. 
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PUBLIC NEEDS, PUBLIC POLICY, AND PHILANTHROPY^ . 
AN ANALYSIS OF THE BASIC 'ISSUESMND THEIR 
TREATMENT'BY THE COMMISSION ON PftlVATE 
PHILANTHROPY AND PUBLIC MEEDS ' 

' . ' ' Thocnas R. Asher"'' ' * • ^ 

^ . Introduction 

■ - \ ■ • - ' : . . - 

Any exam4na.tion of the role of private philanthropy in the complex, pluralistic 
society which is tr^selTt'-Jay^^America is a formidable t^. Indeed, if the question 
were solely, "Hqw can existing philanthropic institu^ons -survive in this rapidly 
changing 'society?" cotisiderable study and analysis would be refluiiHjd^before a 
.coherent answer coulu be framed. Yet the armver to lhat qaQ^tion ^and .thigls^^ 
which, gave rise to it would probably provide no ope other than philanthr|Opoicls 
With* much useful information about how 'philanthoopy and phitanthropic ^nstUu- 
, ^ tions should function. Accordingly, the Filer Commission from its inception 

• recognized that any socially meaningful study of private philanthropy must incjude 
thoroughr analysis of the purposes of philanthropy, how Uie existing^sys|em is 

w/V'^^^^'^S- ^^0^ purposes, and how philanthropy can and should meet' those purposes 
Irt the future, especially in light of the rapidly growing role of government in a^eas 
that were once solely, or prinnarily the domain of private philanthropy. 

To indicate that the normative notion of purpose was integral to its task, the 
Commission called itso(f the "Commission on Private Philanthropy and Public 
Ne^ds" - "public need" fulfillment being the a priori defineci objective of private 
philanthropic' activity and re^u^ces. Qearly, tlien, defining "public - nee(ds|' and 
evaluating , their importance vis-a-vis philanthropic activity would constitute d^e of 
^ the Commission's major tasks, one whiclt must bb discharged befdre tKe ro|e of 
philanthropyjcould be propeVly evaluated, that is, it is not possible to determine 
wjiether or now. philanthropy is fulfilling its stated purpose ^ satisfying pi^b^ 
^fJ^eds - until and unless public need$ arc first defined, analysed, and evaluated. ^ 
If Copernicus taught us anything, it is that failure to ask the right questions Will 
assuredly prevent the advancement of knowledge. The Filer Commission heeded tnis 

• copv^ntional wisdom and defined *'the basic issues. for stOdy and Analysis'* io 
inclu.de the difficult byX essential questions of how public needs are defmed, rankeq 
in inf>p6rtance, and met by government and private philaQthropy:. , ' .'^ 

• Should our society continud to encourage the formation and support of 
private organizations and institutions as a major means of satisfying 

" public needs? * ' • 

>^ Would the fabric of American society be alteredjf government replaced the 
privatp initiative and effort which traditionally defined and met our public 
needs? , ^ ' • ■ 

• What is the appropriate relationship between government and private 
society \n harnessing national* resources of creative initiatit^e, energy and 
money^to de%ie and meet our public^oeeds? • 

• Is the pre$ertt system of privaie suppor^'providing adequate resoUrfi^s for 
" society's nbeds or Should new ^sources be found? How can existing sources 
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-be strengthened, perhaps through public support in the form of improved 
"tax incentives? Should the present trend toward increased governmental 
support ^"encouraged? * ' ' # ' ' 

' • .Are our society's resourceVdevoted to satisfying community needs being 
appropriately allocated among the many purposes, organizatibns, and". 
, institutions which depend on private support? 

Ji* Is the federal tak system an effective and desirable means fox encouraging 
. p/ivate donations? Should the present system be modified ta^achieve more 
equity and tax rate progressipn? - ' - " 

• • Are other jneans possible to encourage and ;iupplemeht private support fof 
public needS'in addition *to, of in lieu of, th#^.pr^sent tax system? 

• "How has private philanthropy adapted to changing issues ^nfl expectatjprls^^ ^ 
/ and to changes in the role of goverom^ent? ^ ' -» 

- • what is the nature and extent of non-financial philanthropy, such as 
donated tim^ by individuals and organizations and how is this relatefl to 
incentives for financial f>hiianthropy? ' ' 

• ' - '^^-^^ 
In its twb years and two million dollars of research and rhetpriic, the Filer 
Commission somehow dpted out of. the concededly difficult 'but essential 
public-needs inquii^y. The exptSriation for this decision is in a Commission staff 
paper/entitled "Current Commission Considerations": 'The Connimission has not 
attempted to prepare a catalog or budget of the major public needs of American 
^society, nor to trace the serpentine wal( between the appropriate activities of the 
public. sector and private voluntar.y sector, believing that, it lacks the competence to 
perform , the analysis.^ / - " ^ m u..: i » 

The Commission cftd not even attempt to d^efjne the meaning of potjllc nee^s. 
Rathef, it decided that philanthropic efforts and nniohies should b^ focused upon 
those -purposes and institutions which tlje Commission believes have fraditiqnally 
been the objects of philanthropic support and ^most urgently need financial 
"assistance*' today-'private colleges and universities, hospitals and cultural institu- 



tions."' 



In short, after eschewing on grounds of incompetence any m^ningtul analysis or 
the purposes of philanthropy-public-need fulfillment-the. Comrhission ha^ bwly 
determined that three public needs stand at the top of an otherwise undefined and 
unexplained list And, curiously, all of the Commission's research indicates that 
these three areas are the public needs that attract support primarily from the very 
rich Thus the Commission concludes that.the system of laws and tax incentives- 
that currently governs charitable givi/ig in the United States must be preserved so 
that the very wealthy can continue to support , with ^qvernmentally Subsidized 
dollars their very favorite needs/ • , ^ 

. W^hout' denigrating health care, education, and the arts as important public 
needs^it is necessary to examine nbt only their importance but the significance of 
the private instftutions which the Commission views as its primary clients //? 
comparison with other public needs. 'Just to suggest some other important needs, 
relegated \o the back of the bus by the Commission," I refer to Franklin D. 
Roosevelt's second innaugural address, which focused on "qne-third of a nation, 
* ill-houseti, ill-clad, ill-nourished." What of housing, clothing^and food? Are they not 
public needs equally deserving of private philanthropic support? Surely;^ the history 
of Christian charity suggests that these indicia of poverty stand at least as high on 
the philanthropic agenda as health care and education and probably higher than the 
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,Moreover,_hi5tory is not traced by a straight line; and yesterday's priorities, at' 
least for one sector of society J* may not be tomorrow's^^The; Commission would do 
^ell to re.mwnber tKe words of one of its consultatits, Robert J. Blendon, vice 
president of the Robert Wood Johnson Foyundation: "One of the difficulties in 
assessing the fUnction^ of private philanthropy in America is that, in a 'changing ' 
society, past experience may not he a reliable gyide for interpreting correctly 
current future nee^s." Dr.Vpiendon emphasized that changipg patterns of govern- 
mental and private financing of healtlf care make the past role of philanthropy in 
the medical area of little relevance to determining the needs of today and tomorrow 
and how they can^aij^ should be n)et. 

Similarly, rising citizen demands and expectations that the public sector foot the 
bill for needs ranging from housing to 'hospitals, ffom education to employment, 
and the ways in which the public, sector is increasingly' picking up the tab fo/ these 
n^dsj render the Commission's efforts to ratify i)[\^smus qup totally unacceptable, 
^intellectually, politically, <9id morally/ To say that private philanthcqpy should 
'^ntinue to^ function with yesterday's agenda while overlooking today's shifting* 
needs aQd. political realities, is to condemn a Qoble venture to the status of ^n 
empty, reactionary exercisfe. ' \ " 

Accordingly, I will devote the remainder of this paper to outlining the social, 
political, and ecdnomic trends which define public needs and determine how our 
^ society is attempting to meet those needs and to exploring the alternative and most* 
" desirable courses f6r private philanthropy to pursue irf the future. 

; I, no less so than the Commiajion's membei;;*, have certain bfases and value 
judgments which colpr my analysis. Therefore,* I will attempt to state my vajues up 
front and then undertake what, the Qommission has totally finessed-an effort to 
outline the meaning qf public ne^ds, the processes whereby our society determines, 
how and to what extent to meef those needs, and the contributions that private 
philanthropy can and should make toward public-need fulfillment. 

When asked to describe my occupation between 1969 andl9i^5, I said that I was. 
a public interest^ lawyer. For most of that peri6d I was*^ the diredor and sole 
attorney employed by a pharitayiy supported law firm in Washington,' D.C., Media 
Accj^ss Project (The project has employed three* lawyers since August 1974, and, as 
public interest ventures go, achieved ^ level of ^stained funding which nrvarks it as a 
moderately successful organization.) Also, frOm 1969 to 1974^(1 was president of 
the ACLU of Maryland and a member of the.ACLU's national board of directors. I 
serve On the boards of several public interest research and advocacy organizations, 
Including the Council on Economic Priorities and 'the Center for*-Transportatipn 
Alternatives, fypr 18 ninths beginning in September 1975, I will be directing a 
foundatiojvai^ church-funded kudy of political influence at the federal level with 
special focus on the. role bf <:itizen-based (that is, public ihlerest) organizations. 

Whj)e no^ active in partisan^ politics, I have a deep involvement in 'political 
activity, primarily as an advocate for what, for want of a more precise ierm, can be 
termed activist populism.^ I believe that concentrated w.ealfh and politfcal power go 
hand in hand and thatXinfess both are noore^venly redistributed, social injustice will 
.persist,' or be exacerbate,d, on-many levels. ^ , 

As a continuing beneficiary from organised philanthropy, especially foundations, 
it is perhaps unseemly for me -to question many of the-^value assumptions which 
gave risej to and preserve modern pljilanthropic /institution^. However, as 
philanthropists, through the ^ges have bemoaned, the objects of their charity often 
reward them with scorn rather than gratitude. The following discussjpn will, jt is 
hoped, illumine some of the reasons for that phenomenon. ' 
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. * • • PUBLIC NEEDS: AN OVERVIEW ' 

\ ' * - 

In attempting to find a workable definition of the term "public needs" we must 
grapple with difficult questions regarding the nature qf this nation's political values 
^\and processes. The Commission* initially recognized this in formulating its list of 
"basic issues" with, a keen eye on the interrelationships between the philanthropic 
*and public sectors, indeed/ the Commission stated its' intention to launch ''a 
broad-l-ange, in-depth stu^v '^^ philanthropy, its relationship to government. and its 
rdle In American society. ^ ' ^ 

Th^jrowth of. government "ks the primary vehicle f^f-both defining and meeting 
public 'needs, including trfose held dearest by the Commission-education, health 
care, and" culture-indrcates that ''pijblic needs" is very much a political term. In 
other words, individual needs which collectively convince government, to work * 
toward ,the1r fulfittnwnt is one possible definition of public needs. However, that 
.definition would not give adequate credit to those interests that are clamoring for 
new, different, or increased public attention and support., 

. It is in regard to this latter constellation of individi^al raeeds-be they for better* 
housing, adequate income, basic nutritionaj requirements,- heaith care, eradication of 
facial or sexual discrimination, education, ^ or other services- that philanthropy has ^ 
*pJayed the most significant role in our- nation's complex political process. Unless I 
read it wrongly, this is the thrust of the historical paper prepared for the'*^ 
Commission by Robert H. ,5remner,^ that phHanthrOpic endeavors have been most 
socially useful not -when they, simply ^dispense alms to those in need but when they 
"goad" the public sector, the local, state, and federal governments, to meet 
important individual needs and to lmf5^ement programs to prevent the recurrence of - 
those needs. . ^ 

In the last" 15 yeaijs or so there has" etper^ed a philanthropk^movement, often, 
called "public interest" or* "pu&lic advocacy," which seeks to organize ^ 6road, 
non-commeroially oriented citizen constituencies and advocate thefr interests in the 
eorridofs^f of power. Its efforts have been to influenc/3 the nation's most powerful 
institutions, basically governmegtal but also industrial and philanthropic, to respond 
Xo those public needs perceived as important by weak minoritfes and diffuse 
majorities of individual citizens who increasingly" feel tfiat voting , -does Jittle or 
nothing to protect m^ny of their interests. While public interest organizations have 
attracted a miniscule percentage of the philanthropic pie, fheir efforts have borne 
significant results.^ * ' • 5 ' . ' 

The basic thr^sis I wilL attempt^ to develop is that efforts of this type, which I , 
generally, refer/ to as "public interest" or "citizen pmpowerment" activities, should 
be* tfie' prime benefrcraries of philanthropy and tliat to the extent America's 
philanthropic energies dnd^j^^jds flow away from citizen empowerment and 
^'continue primaVily to provi^f|(pvices that often disproportionately benefit Jjie ricK 
. (who,^ not surprisingly, are ffte^ajor l>eneficiaries of the tax laws which sffa'peUhe 
pattern of philanthropic giving), public needs will be neither defined nor met in a 
democratic fashion.* 

Public disillusionment with the ways in which the country Is run i$ largely 
traceable to a widespread and growing concern that tbp institutions which goyern 
people's lives, governmental and private, are not responsive -^o the needs and wishes 
•of TTiost people. Unless this perception, which I believe to be a reality^ is reversed, 
the consequences will be grave indeed. It is n6t hyperbolic to suggest that this 
phenomenon is disturbing, if not menacing, to the'stability of this nation's political, 
social, and economic systems. , • * ^\ 

However, ^e^o/e coming down too hard on my conclusions, it is necessary first 
a trace the evolution of this nation's current economic, political, and social A'ajues 
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and the concomitantly evolving role^of private pljjIaJithropy in shapi^^pubiic valu 
•and public needs. . ^ v ' ? / xl' 
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- THE EVOLUTION OF AMERICA S EG^ALITARUI^ ^ALUES 

' . • , • >— , ' ' i ' " ' 

Kenneth }. Arrow, winner of the 1972 Nobel Prize ih economics and James 
Bryant .Conant Professor at Harvard University, recently wrote that ^'the use of 
taxing^power to achieve a redistribution of inpome4ias been increasing over ^ime in 
^ marked way^^^pular support of this doctrine has also tended to increase, though 
with much efcfD and flow." Arrow argues *'that a commitfnentlo democratic values 
strongly inpplies an ideal redistribution of income and wealth," and that "the scope 
for redistributfon, as manifest by progressive taxation extending into the negative 
area of lowej^ incomes, should be high on the agenda of those desiring the expansion 
of democratic values.'*^ 

Arrow predicates his argument on the fact that '^equality of the right to vote" 
does not insure meaningful political egalitarianism; "political pov^ecJs in practice 
exercised by a small minority" because of **the translation into "political power of 
inequalities in other forms of power, especially, in t-he modern world, economic ^ 
■ power." , ^ \ ^ 

This notion of democratic egalitacianjsm,. advanced by ^ moderate and eminent 
social scientist, would have been "blatant radicalism iri the eyes of the founding 
fatf^jers, Who also vrewed themselves as fully cbmmitteci to principles o( political 
equality and democracy. Thus, in Federaltst Paper No\ W, James Madiscfn *n*bted/ 
that **those who hold' and those who are .without property have^^er formed distinct 
interests? in society," and that '*the most common anc( durable source of factions 
has been the various and unequal distribution of property." Yet Madison warned 
that any effort to achieve "an §qual division of 'proper^ty" would be an "improper 
or witked project" In his vfew the government shojiid mediate conflicting clailjiis , 
upop the public treasury and private charity jvould take carejof the poor. 

This attitude that wealth redistribution was not a "public need" in the sense that 
thjB public sector should assume responsibility in whole o.r in part for. the needs of . 
j^tbe j)oor survived well into the nineteenth century. Although state and local govern- 
menti assumed minor responsibilities for the handicapped, the insane, the- elderly, 
and others in dire poverty, governmental- acceptance of the obligation or public 
need to assure all, persons Subsistence Nvas long resisted. Professor Bremner's paper 
well illustrates this fact. One of the most graphic examples i»e cites is the 1848 
message of President Franklin Pierce, explaining his veto of a brll to selt aside federal 
lands for construct,{on by the states of insane asylums and institutions f(5r the ^eaf: 

/^e acknowledged that the duty of providing for those who suffered from 
>^nt^and disease of body or mind .was "among the highest and holiest" of 
hum^n obligations, but he said h/ fear^. the effect ^of the bill would be ^ 
•'prejudicial rather than beneficial to tl?||hobre, offices of charity," sihce it 
, ''would dry up the normafsprings of benevolence. "If Congress have the power 
^ td^m^e provision for the indigent insane. . . . ," he warned,' "it has the samt^^ 
power to^provfde for the indigent 'who are Vipt insane; and thus to transfer to 
the Federal Government the charge of all poor in^all the states." For his part, 
continued Pierce, "Tcannot find any authority in the Constitution for making 
the Federal Goviernment the great almoner of public charity throughout the 
' . United States."**^ - . • ^ 



, Of course, this view of public need definition and, fulfillment is totally at odds 
O jesent day realities. The public sector has assumed an inci-easing knd now 
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.dominant responsibility " for satisfying the basic lifje needs of the q|Piomically 
disadvantaged members of society, and as the nation's Wealth'ltas increased, the 
public demand that it be more evenly distributed by government, as reflected by 
Professor Arrow's arguments, has increased apace. One of th^ most cogent, examina- 
tions of this change in sotiki and political v^ues and governmental perforfnance is 
contained in an essay by Harvard sociology Professor Daniel Beli|L*The Revolution 
^ of Rising EntitlemerUs.*'* Bell's basic thesis is that the -traditional An^erican belief 
that all p^sons are equal has in recent years shifted from the notion of equality of 

opportunity to, "what is now being demanded equality of _ result-^an equal 

outcome for all." ^' , , , 

Because I believe Bell's thinking is highly pertinent to the questions regarding 
public needs addressed m this paper, I will attempt to sumniarize his main pojnts. 
Bell commences by. quoting de Tocqueville's oljservation that ' , 

^ The more I studied Arperican society, the more clearly I saw etjuality of 
conditions as the creative dements from which each particular fact derived, 
and all my observations constantly returned 'to this focal point. .S i soon ^' 
realized that the influence of this fict ^extends far beyond political mores and 
law, exercising dominion over civil society .as much as over the government; it 
creates opinions, gives birth to feelings, suggests custom^s, and modjfies^ 
whatever it does not create. ^ 



BTell claims that the equality de Tocqueville described was one of opportunity;' 
based on the nation's capacity for unlimited material progress and gaoh irKliyiduars 
equal chance to participate in the "promise of plenty for ail." However, i^^ Js'nowv 
clear that there are*timits,ta the wealth of this nation and, moredVer, tbat desprte 
*t;he unprecedented wealth we have ^achieved, a decent living^ standard^ for all,^ let - 
alone -plenty fox^all'has not become a reality. ''Accordingly, Bell claiifns that "the 
promise :Df plenty - has ireen transformed. . . in recent years. . . into a revojution of 
risirtt' Expectations;' which, "threatens "t^e stability of/Am^ican soci^ety." He 
contends that '^the promise >f eqi^lity has been transformed into a rev§{Mtion of 
rising 'entitlements*-claims on government .to implement an array of newfy defined 
^^d vastly expanded social rights." " ^ 

Noting the drastic rise in.^bvernmental expenditures foi; domestic goods and 
'services, Bell claims that "just^SBout grievances now get dumped into the lap of . 
government while the 'voluntary ass(3Sfc«>n^ that once furthered claims of 
different groups are withering." As a result, "the major conflicts in our society*' are" 
"between organizecl interest groups claiming their shar^ of governmental largess. ^ 
• . Conceding- that' "Wlias always been a function of government to provide tfood$ 
and services/ that ipcif^i duals cannot purchase for themselves," Professor B^t botes 
that the, 1960s saN^i^"revolutionary" rise in e;ipectations that the public s*tor 
''remedy' the' infi^ftHlrties an^ injustices of our society. . . civil rights, houf ng, 
environmenta|t^!plicy, health care, and income support." He asserts that Ithe 
direction of events is clear4 the government has made a commitment, not onlfto^ 
. Create a substantial welfare state, but to t^edress all economic]Qnd social inequQlltles 
as well.'' Therefore, "the government hudget becomes the arena for the fulfillment,' 
not only for pubjic needs but of private 'wants -previously the province of the 
i markj^ economy."* <- 

addition to worrying about how . the public sector will be able to finance the 
public's rising appetite for social services and inpome redistribution, Biell asserts that 
"to help us strike a balanpe between social and* individual fights, there mu.st be a 
recognition of th'e public character of needs. But there must also be some agreed 
upon principles that can enable us to differentiate between needs and 'wants. " He 
advocates decentralization of governmental decision makipg^and responsibility so as 
to "give people a sensfe that, government is effective and responsive. , . We need a 
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way to define the common good; without the definitions, we have no vyay to 
adjudicate the conflicting claims about rights." ' . ' ^ 

bell concludes thai (the operative factor in determining and meeting public needs 
is power, essentially dolitical power, and that there are **two special requirements 
fi3r equity in a 'representative republic' First, that all interests n^st be represented; 
and secoad^ that all issues must be viewed as negotiable." 

Without endorsing kll of the views e:(^ressed by Daniel Bell, and finessing for the 
moment his slippery distinction betweeiVsPublic needs and private wants, it.seem^s 
that he has touched tipon many of the proBfems faced by those of us who view (1) 
%e question of p^blii needs aa basically political and (2) the primary responsibility 
of private philanthropy as^ one of assuring that the various interests of individual 
citizens are fully and jfairly represented in the political marketplace. Since the public 
interest movement represents a clear manifestation of the publrc need to assure such 
fair and equal tccess, I will next address its development and implications for 
private philanthropy's ' 



future. 



lU 



grriZEN emf owerment: the public, need addKessed by 

THE PUBLIC INTEREST MbVEMENT ^ 

I backtrack in order to focus more clearly on the question of public needs. The 
key word is "public," not ''needs," for as DanLel^ell's analysis makes^ear there is 
a very fuzzy line ^between a need and a ctesire or "want." Moreover^ as national 
w^lth has increased, goods and services that in the past were luxuries are now 
deemed by many jAmericans to be "needs"; for eK^mple, telephones, autofnobiles, 
and high quality h^^lth carfe and education.' i^' , ' 

- j^Wic aspect of the term '^public needs'^ can .be view'ed from ^several 

^ll^rspectiv^j^ but in t)ie philanthropic seinse there seems 'general agreement that 
needs or wants arej public because someone hasjnade a moral or. political judgment 
that they mgst not; go unmet ■ 

The procejl^l meeting th^e needs primarily involves redistribution of wealth. 
For exampfe, r^^^ose with wealth decide that those without wealth cannot be 
permitted to go hungry' through -voluntary means set aside a portion of their 
nioney or 'goods to secure 'food for^the poor, wealth has been redistributed through 
purely^ Voluntary philanthropy. 1/ government determines that starvation or . 
malnutrition cannot be tolerated in its domain (or elsewhere in the world) and 
allocates economic ^ in-kind resources to feed the hungry, using fqnds or goods 
from the public treasury, wealth has been redistributed politically. And if poor 
people organize to successfully petition the government (or industry, or religious' 
institutions, or other charitable entities) to give them the food they feel they need 
or, alternatively, -the ^ niean J to. secure such food,^th^eA \v^alth r^istfibution has 
occurred politically through public interest Advocacy or* citizen empowerment 

The fact that government has, to varying degrees, been delivering increased social 
services and wealth redistribution is largely the result of political pressures exerted 
by or on behalf of those in need or want Many of these pressures have resulted in 
Whdie or In part ''from, private philanthropic activities, activities which have had 
strong political impact^ even if often viewed a^ non-polit?cal. In the eye^ of 
Professor Bremner, this writer, and I woCild imagine most Americans, this form of 
philanthropy- public-jnterest advocacy, research, monitoring, and experimentation-^** 
has been the mosr socially significant and valuable of all philanthropic activity in 
the United States. 



t076 • * . 

. At; the prtseiii time,' with government accepting the lion's share 0/ responsibility 
■for financing public need fulfillment, it is more important than ever that the limited 

resources available to private Rhilanthropy be directed to .the largest extent possible. 

in the diVectton of citizen empowerment or, in Professor. Bell s words, toward ^ 
' asi^ring "that all interests. . . be represented" in the political marketplace which 

defines and meets public needs. 



Leverage in Philanthropic Giving 



/ ' ' - 

At the risk of being overly discursive, I would like to^ point out that philaH- 
'thropic support of citizen empowerment or public interest activity 's highly 
leveraged, whereas most philanthropic donations of goods and services needed by 
others has little or no leverage. To illOstrate: If one million dollars of philanthropic 
funds is given to- organizatfons that work to advance the interests of inner city 
minorities, and those monies support itsearch, community organization, and political 
education all .of which result m^effectively pressuring the government to fulfill one 
or more needs deemed essential or important by the 4onstituent minority group 
members (better schools, food stamps or vouchers, improved housing) through 
public appropriations worth one hundred million dollars, the philanthropic funds 
have brought about results worth one hundred times what was donated. In other 
words, there -has been leverage by a multiple of one hundred. 

On the other hand, if the same one nfiillion dollars of private philanthropic funds 
is spent to provide directly to the minority group members the goods or services 
they require (food, clothing, medical care), there would be little or no leverage. The 
same needs would persist - tomorrow there would be the same mouths to feed. 
Furthermore, -the -million dollars would Bfe gone without an~ additional dividend- 
--Ifkery to be generated by the Mghly leveraged public interest oriented donation a 
residual sense of organization and power which would botJrJessen , the need, for 
additional "philanthropic support and bolster confid£nc6^ in the system or, 
alternatively, lessen the highly volatile sense of disillu>»dnment and alienation which 
turns" inner cities into potentially explosive armed camps. ■ ' . r 

While I realize that' the foregoing example is oversimplified and therefore over- 
states the case, I believe that the basic principle is ^o^hd and has considerable 
historical support Although .'all educational programs anW institutions hSve some 
leverage effect because, better-educated people are more likely to be productive, 
innovative, and self-sufficient members of society (the Commission s rationalb for 
preserving elitist secondary and higher institutions' of learning as prime benefici^anes 
. of tax subsidized gifts from |he affluent'), the model of the Peabody Education 
Fund cited by Bremner indicaTes how much more leverage can be created by using 
philanthropic dollars to- prod governments to assume financial responsibility for 

'educating all people, especially those most m need. 

As discussed in the following paragraphs, moreover, I believe that public interest 
activities which involve citizens in asserting their own interests, in contrast to tne 
. more paternalistic, albfljt' commendable public interest activities engaged 'n ?y the 
;: Peabody Education -Fund, the S^nitaty Commission,, and Dorothea Dix whic{i are 
used by Bremner as illustratFons of the best of pchgte, philanthropy during the 
' nineteenth ceptury, generate the, highest degree of le^asrage - social and political as 
well as economic." '■ ' . 



The Movement for Political Equality 



In discussing de Tocqueville's analysis of America.'s concern with "equality of 
.conditioi^:' Daniel. Bell overlooked the following pertinent observation: ^ : 
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The lower classes mix fewer CQ^isiderations of personal interest with their 
patriotism than th6^ higher orders; but it is always more or less difficijit for 
them to' discern the best means of attaining the. end which they sincerely 
desire. . . . Democratic institutions awaken and foster a passion for equality 
which they can never entirely satisfy. This complete' equality eludes the grasp 
of the people at the very moment when they think they have grasped it, and 
**flies/' as Pasdl ^Kiys, "with an eternal flight"; the people are excited in the 
pursuit of ari advantage, which Is more precious "because it is not sufficiently 
near to be enjoyed. The lower orders are agitated by the^chance of success, 
they are irritated by its, uncertainty; and they pass from enthusiasm of pursuit 
to the exhaustion of ill success, and lastly to the acrimony qf disappoint- 
ment* * ^ . ' ,^ 

Stripped of its classist rhetoric, de TocquevHle*s thesis isjborne out by what is 
taking place in America today. Fewer and fewer people are voting-over half.of the 
Americans eligible to vote in 1974 did not do so and about one third did not even 
bother to register. Poll after poll shows that public confidence in government, 
business, and the other institutions that shape national and local priorities is at an 
all-time low and continuing to fall.*^ The explanation for declining citizen 
participation and confidence is not that people do not care how the major public 
and private institutions which govern their live^ function but rather that people feel 
powerless to influence those institutions - so why^ bother?* ^ ^ . 

It is especially ironic that there is such widespread and growing public disillusion- 
ment at a time immediately following the apparent effectiveness of the cjvil rights, 
and antiwar movements of the 1960s and the consumer, environmental, ahd other 
issue*orienl!ed public interest movements which ha^ve grown dramatically during the 
past several years, symbolized by rtational organizations such as Common Cause and 
Ralph Nader's Public Citizen. However, it is perhaps best to explain first the reasons 
jvhy public interest activity has been burgeoning before attempting to examine its 
problem* and the potential of private philanthropy to alleviate thdse problems. 

J ' ' ^. 

It may seem jrpnic that at the same time government expenditures for social 
needs have b^n rising steadily and substantially, broad-based citizen discontent and 
feelings of powerlessness have resulted in literally thousands of organized efforts to 
further enhance popular political power. Why, one might ask, at the very time 
governmerft is responding to individual needs more frequently and substantially than 
ever before js the bulk of the eitizenry claiming that the system is inadequately 
re^onsive to popular needs and biased in favor of the wealthy '^special interests/'^ ^ 

Daniel Bell explains the rising level of individual expectations, the demand ifqr 
equality of results, without offerfng a reason for its existence other than the 
historical American belief that there would be "plenty of all." Another possible 
explanation,^ implicit in Bell's essay, is that the more the ^government satisfies^ 
individual wants' the higher the^ievel of expectation becomes. Although I am n@t a 
social scientis't, I would suggest tRaT there ^may be variations on these themes which 
better exfilain the growing push for public interest advocracy as a means to achieve 
social and material equality for all persons. , - 

First, the belief that '^equality of opportunity" would lead to equality pf results 
has worn- very thin. Black schools in the South never were equal when they were 
separate and even since ther^ has been legally mandated integration. Blacks have 
found themselves as isolated and disadvantaged, relative to the white population, as 
ever before. That the level of Black unemployment is twice thatlof unemployment 
among whites and*that young Blacks are even nrK)re heavily represented amt)ng the 
jobless has turned the promise of equality irftb. bitter disillusionment or, as de^^ 
Tocqueville put it, *'the acrimony of disappointment." 
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Second, the civil rights movement, which can be viewed historically as an out- 
growth the egalitarian promises of the New Deal, followed by the prosperity and 
drastic closing of the gap between rich and poor which occurred durmg the Second 
World War, gave other disadvantaged minorities (racial, ethnic, and geographic) the 
hope, coupled with repeated promises by politicians, that by organizmg *and 
asserting their interests they too could be assured a larger and. fairer portion of 
America's apparently boundless wealth. 

Third, America has reached its frontiers, and the public is now aware that 
economic growth not only has limits but imposes severe social costs, such as 
environ menUl degradation, occupational diseases, rural decay, and tlie ravaging of 
urban ar^ by pavement, automobiles, racial tensions, and economic polarization. 
Therefore, the hope of having at least a constant piece of an ever-growing pie has 
been replaced by demands for a more equitable reallocation of what may very well 
be a static or shrinking pie. Thus, the poor and middle classes, including organized 
labor are far less easy with a society m which the affluent few live conspicuously 
well,' often off accumulated wealth rather than personal earnings, and the gap 
between them and the middle classes sAms to be closing little if at all. 

Fourth, tiie inequities in the^tax system have resulted in a rising l^vel of anger on 
?the part of the middle classes that they are paying an unfairly high share for^ne 
social progVan)s designed to benefit the poor. Working people read of the late Mrs. 
^Horace Dodge,* whose income from state and municipal bonds each year totalled 
between five and ten million dollars but who never payed a penny of income tax 
In contrast, . those grossing $10-15,000 per year saw themselves parting with 
thousand^ of precious dollars in income ta^es while being pinchpd to the last penr\y 
between creditors and skyrocketing prices for necessities like food and clothing. 

Fifth the civil rights and to a lesser degree the antiwar movements of the last 
decade demonstrated that -thSsyqueaky wheel gets the oil. It was natural for most 
citizens, npt simply the v«r,y )fibor, to emulate successful .model? and attempt to 
assort greatpr- political influence in the hope of achieving what Americans have lorrc 
been taught is thei^ birthright-e^juality. Since this is almost materialistic culture, 
and success and equality tend therefore to be measured m economic ter/ns, w^ it 
not logical to seek greater impact in, the political marketplace in order to achieve 
more clout^and results in the economic arena? - • ,• • , 

Sixth, Professor Arrow's observation that economic inequality leads to politica 
inequality is a verity. Perhaps the public interest movement focused on the .political 
' arena first because it has long promised to afford all people equal treatment-for 
.example "one man, one vote." !f political equality could be achieved then the 
government could beH^rned into a truly effective and .equitable engine for wealth 

redistribution. /i^ ^ . .,• l j 

'Last but not lea'st, all sectors of so^ty have become increasingly disheartened 
by big government's jipparent inability to deliver the big slices it has promised ^ 
and spent very big sums of money upon. This is as true in the delivery 0/ social ^ 
sen/ices as in the area of industrial regulation. Just as antrtrust and myriad ^ 
regulatory agenlies have failed to arrest industrial concentration and powder, vast 
■ welfare bureaucracies consuming and dispensing billions of dollars have apparently ^ 
failed to eradicate poverty, discrimination, and an increasingly fractious ind divisive 
social climate. Public disillusionment is growing because governmental regulatory 
agencies designed to protect ''the public interest" from monopoly jndustrie.s in fact 
seem mor-e determined to protect the industries proffts at the expense of the^ 
consuming public. Similarly, governmental programs designed to dispense a wide 
variety of alms, often appear to be not only inefficient but working, perhaps 
inadvertently, to entrench inequalities. (both of opportunity and res.ult) rather than 

remedy them, jj^ . ' ^ . ' \ * ^ . i-*tiV" 

• Jp this^sociar^imate, with government at once doing too much and too KUIJ^ 
the public interest movement topk root. ' - . 



The public interest movement constit)jtes an array of efforts tol assure that 
non-commercial citizen interests have access to governpient at all levels, ^s well as to 
business corporations and other institutions whose decisions impact Substantially . 
^upon the IFves of American citizens. The great bulk of piublic interest d^ganizations 
and activities seek to influence, directly or indirectly, the economic reallocativ^ 
decisbns of 'government, the most> powerful and theoretically ther mpst publitly 
' 'responsive sector. t • . , ^ y ' ^ . 

The need for citizen public interest organizatilJn is not new; it has. long been 
recognized. Thus, the staff director Of the joint Cpngressional Committee which 
prepared the 1946 > Federal Regulation of Lobbying* Act ^stated that h^e greaUj^ 
majority of the . American people arp not members of speciaNnterest groljps and 
, hence are* much less articulate on particular issQes than are the (interested 
minority-whose affiliation witK some active organizaMbn gives jhem a greater ' 
degree of pojitical leverage."?^ . 

More recently, John Gardner, chairman pf Common Cause, observed .that 
"everybody's organized but the\p^ple.'' And Congressional Quarterly has noted that 
"while labor unions, farm organizations, business groups arii other specia mterest 
repre^ntatives have long asserted pressure on Congress and the executive branch, 
■so-called citizens' lobbies only Recently have entered the political arena."|^ Thev 
seek the democratic objectives articulated by Daniel Bell: gWng^the people a sensr 
that^ government is effective and responsive" by assuring "that all inier,ests are 
% represented." . , ^ • . , *, 

^ While, there has been an exponential rise in the nUmber and tactics public 
interest organisations, they are not strictly-a recent phenomenon. 5uring t^e first 
quarter of this century the Anti-Saloon League became perhaps the nriost powerful . 
citizen Jnterest organizatitfh that ever existed in America. It effectively lobj^ied all. 
branches of governmenti bringing about federal, state, and local prohibftHons algainst 
the sale and use of. alcohol, using every known .influence tactic, from campaign 
contributions to picketing. Moreover, organizations- like the^ American Civil UbejIieS 
Union, the Le^e of Womert Voters, and .the NAACP have been advocating Wbad 
citizen interests in political forums for decade's. 

. However, the recent growth of public interest organization and advocacy i's both 
qoantatiVely and - qualitatively different from earlier , efforts. Tf\e erpphasis is 
primarily upon/ecpjjomic issues.rathef fhan matters of religious, ethical, or more 
abstract political principles; and they seek, fundamental reform, not ^mply 
. dispensation of alms to th^ poor. Thus, organizations with names like National 
Welfare Rights Org^ization, Women Employed (Chicago), The. Centei; for 
Community Change, and Fair Share (Boston,* Mass.)^ have sprung up irt^many local 
-commGnities as well as in Washington, D.C: They seek m various ways to .advance , 

citizen interest^ often m direct opposition to corporate institutional interests. As 
♦Professor Galbraith has observed^ "the modern corporation is a powerful thing" and 
^ "its purposes diverge /rom. those of the public."* . | ■ 

I should emphasize^ji^at^puWic interest organi2ations are jiot simply manifesta- 
tions of TJ6Iiticar liberalism; they are as diverse agd cbmpleJS in both their objectives.^, 
and their constituents,, is are the American people. While all citizens are consumers, 
and therefore, theoretically, consumer-oriented organizations can clai^m to represent 
/the views of all citizens, this can never be the case. For example; suburban 
^ consumers may regard energy-intensive devices such as power lawn rtiowers as 
essentraf and[. therefore oppose restrictions on their use or surtaxes on the ene^rgy 
they cons^urtie. On the other hapd, ihner cily consumers, anxious to restrain rising' 
bills 'for What'' to them are necessary uses of energy-home heating, cooking, 
^tomobile for commuting to workj^^im^t favor restrictions on power movv^rs. 
^ On a breeder scale, public inj^restfaligrx on opposite sides of almost every iiiue."* 
r (3vt^i^hjts^|^ar^^ necessarily all members of minority groups) ravor 

■*<^using^a$ a means to achieve ra9ial integratjion in schools; antilJUsing groups, sucjh as 
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those presently active m Boston, take the opposite view. The poor favor broader 
■governmental redistribution of wealthvoi' delivbry of necessary 5^""^". the middle 
classes, especially ip times like 'these ^igh unemployment -and douN^^^^ 
inflation may oppose additional redistribution if.it mtans that they -must mak.e , 
further materiti sacrifices. .J 

My point i9fcmply that if we are to trust the political marketplace to mediate 
between privateT claims and define publio needs equitabjy and democratically, the • 
marketplace must be open to'all on fair ahd equal terms. Pubhc interest organiza- 
tions by advancing the interests of iridividual citizens, most of whom are presently 
without substantial political power, seek to make equality of a^ess to the market- 
•place reality and thereby restore public confidence, in our dent)cratto system and 
its institutions. .. - . : • j 

- The various services perfo/med by public interest , organizations ace summarized 
and discussed at some length m' the paper prepared for the Comnriission by Jane H 
Mavity and Paul N. .Ylvisaker, ''The'Role of Private-Philanthropyjn Publi^ Affairs. 
However, that' document reaches, no. conclusions and makes no redomfiiendations 
' regarding the importance of public interest activities in defining and meeting public 
neecTs ' » It does however, set out .some of the basic definitions, give random . 
examples, and pose • questions abbgt the roles, of ahd needs for public interest 

activity ^ ^ ' ' 1 

■ What thpn are the components of public interest- activity^ Mavity and Ylvisaker 
list foui" (1) improving the processes and. competence of government; (2) helping to 
define and' clarify public issues; (3). helping to ensure the rights and particjpation in 
government. and^ociety o^ all members of the public; and (4) ..mprov.ng he 
responsivehess of the private sector to public needs. In my view item (3) is the. 
overriding objecttve and items (1), (2), knd (4) are means, to that end. ' 

I therefore. keep the eqgal opportunities definition (item 3) and list the fo lowing 
means toward achievingrth^at objective: -first, the monitoring of governmental and 
prtSc institutional actionsYsecond, resear.c)i and analysis designed to illuniine the, 
impalt of public and private actions (including the j^a^ge of \^^s. their ;enforcer 
ment, administrative. ictions, litigation," corporate and l^or union activities) lupon 
individual citizens and definable groups and interests within the citizenry (for 
example' consumers. Blacks, chicanos, the 'urfian and rural poor, wofnen, the • 
unemployed, government employees); third, organization of publicj^^tituencies 
local regional and national, into effective vehicles to conduct thmher listed 
activities- fourth, the assurance -that B^blic interest organizations have access to 
various types of expertise (lawyers, economists, scientists, organizers, fund raisers) 
oThieve the political and s^eia^^f^ower rtecessary for them* to participate act|velvr 
and effectively in public policy formation? fifth, assuring public interest organiza- 
?"ons' existing and incipient, adequate sources of funding to make political equality ^ 
for all Americans a reality.2 0 . j ,u , „„ 

U is clear that these functions are intimately related to one another and that any 
. effective public inlffest organization engages in all of them to varying degrees. (Thg 
case studies in the paper, "Philanthropy and the Powerless," prepared for, tKe 
SmmissJon by Sarah C Ca'rey, make^this clear, and 'I urge the Commission to Eive it „ 
and Professor Bremner's paper serious consideration.) For example organiza lojis 
■ that serve primarily as research and monitoring entities, like the Council on 
Economic Priorities?' not only provide a discreet service to advocacy-oriented 
organizations but, n the course of their work, are often cal ed upon to advise 
governmental or corporate decision makers on the basis of the expertise or 
' infofSon they have assembled." Moreover, in their quest or information and 
^ata They are often pulled into Adversarial relationships with the inst.tutjons they are 
Sy ng! such as Freedom of Information Act (5 U.S.C. Sec. 552) to seCure 
information possessed by "government agencies:" Even to carry out basic research 
'* tasks successfully, it is therefore often necessary f(5r public interest organizations to^ 
O' hav.e access to legal representation and other types of expert Services." 
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What is indisputable is that effectrve citizen participation in public policy 
formation is a. very expensive business. This is especially true as public ^issues 
become more and more. complex *(who understands the current enecgy situation?)* 
• and the loci of power are incfs^siogly remote from the communities in which 
people live. Although there is undeniable merit in Daniel Bell's suggestion that in 
' contrast to current trends local governments undertake a growing role in service 
defivery ami policy formatic^, the fact is that Washington is the sita of most public 
sector power and the place where most of the fundamentareconomically reaJloca- 
' tive decisions are made. Similarly, as corporate ass^ets have co/itirrued to concentrate 
into fewer^ hands, the site of corporate mstitutignal decision making is rarely in the 
communities whose residents are directly or "indirectly a'ffected by corporate 
decisions. Therefore, publfc interest fawyers in Washington, researchers in New York 
and Chicago, and other experts v^o can render servicps to locally oriented as well 
as nationally fCcused .citizen organizations are a necessary component of effective 
public interest machinery. ^ , 

While^ the costs associated with rendering public interest services* as well as 
.organizing public^ interest coostituencies are large and rising, indications are that 
the rather minimal 'amount of foundation monies supporting public ic/terest 
activities, are declining.2'5 jftese funds^are essential to public interest activity; and, 
as I have argued above, public interest efforts represent the most important public* 
need (o'r, alternatively, the best way to assure that publfc needs are adequateljy and 
equitably met). Accordio^ly, the Commission's' proposed recon)m€ndatt®ns-:which 
advocate intensified philai5)it|iropic support of hospitals, private cqlleges, an% the arts, 
^ and littiV in the way of » widening .citi^:en incentivef-^a^ support public interest 
^ activities-are not only regressive but* 'in light of thQ nSbg^ublic -expectations 
characterized by Daniel B^ll as "the revolution of rising entitlements," are likely to 
wntnbute t*o an already alarming level of social and political instability in America. 

In discussing the ftriapcial "aspects *of public interest needs in tha Allowing 
paragraphs, I will itte|Tipt to illustrate the relationships between the institutions and 
jaws that govern^ ^riyaTb philanthropic activities and ^ the elemervt of^ "social 
justice" ejpb6d|edL.i^n fhe notion of citizen empowerment or' public .interest 
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Financing Citizen E/TipowermenI ' 



It is ckar that if powerful and lasting public interest organizations are to tfecome 
a reality - organizations which democratically advance the many and varied 
interests, of individual .citizens - their support, finartcial and personal, must 
ultimately come fronri their constituents. However, at present tKere are substantial 
obstacle^ to mpst public interest ^organizations realizing the levels of constituent 
support needed to 'achieve any semblance of political equality for all American 
citizens. . ' h 4 ' ^ 

F^irst, wealth i^ very unevenly distributed. It is impossible to expect the 
approximately bne fifth of all Americans who are poor to part with any substantial 
ahfiounts pf nxiney to finance their collective political interests,. they need every 
penny they haye to purchase the material necessities of life, food, clothing, and 
shelter. Moreovjer, the poor are highly alienated! from the nation's political and 
economic systejri sihca it has blatantly failed to deliver to them the equality it . 
proAiises and thjey are mistrustful of efforts at working within the system to make 
it more equitable. [Therefore, they must be shown that citizen empowerment is. 
needed and canjwojrk before they will cpmmit substantial personal resources (such 
as volunteer tirre) to public interest activities. Finally, because the poor tend to%9 
poorly educated, they are very uncertain about their specific politica^and economic 
objectives-defin|ing the relative merits of joo guarantees, income n^aintfenance, and 
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welfare benefUs 4nd serviccb is. a problem that befuddles even Kpert economists and 
social scientists. ' ^ 

Thus, for the poor^ those clearly in greatest need, to organize politically requires 
a substantial infusion of outside resources money, education, profesyonal 
organizinrg skills, and so forth, j 

Second^ even the fViiddle (Masses do not have the resources to participate on an 
equal footing with the 4ffLu5fcnt in the political marketplace! Although the middle 
classes constitute the great ma)Of^ty of^ Americans, they have neither the spj^re 
economic resources nor the homogeniety of interests needed to organise readily and 
effectively^ Moreover, with M current 9 percent unemployment level, some 7.5 
million people are without )ubs and about 15 million mor? are probably \vithoUt 
work for periods of several weeks or months during a year Many middle cla^ss 
people are becoming poor. . . 

Also, tbere is such, extraordinary heterogeniety among nonpr^ofessienal working, 
Americans that organizing around specific issues and defining cleady P^OPJ^ * 
corpmon interests in those issues is an* extremely difficult task. The works ^ 
writings of the late Saul ^linsky are a monument to those problems and to the^ 
large financfel resources and 'long-time periods needed to overcome them. Even 
unionized workers are becoming dubious about whether t^e political pc^wer of their 
unior^ can really protect their basic economic needs, as unemploymerTt rises,' 
unionized workers (for example, auto workers; and munieipaUemployees in insolvent- 
cities like New York) are questioning whether the substantial sums they contributed 
for union political act4oq has bought them anything more than illusory job security. 

Third, when people feel hard-pressed and alienated,, their tendency is to look to 
their own needs first and overlook ttie need for combined efforts. Althougtj there is 
always *inore strength jn* numbers-organized groups-thanjn isolated individuals, 
overcoming^ the tendency to mtstruspnstitutions and g(5 Tt alone requires substantial 
effort. . ^ 

,Fourth,^^he efforts, activities, and services n(icded to organize and represerit 
effectively any broad-based citizep constituencies in the political and^jpopomic 
arenas are very costly. Some relJgioas institutions'and a tiny handful of •foundations 
have been pouring monies aind>^organizational resources into ( pul^lic Interest 
activities,^ 7f However, philanthropic ^contributions to citizen empoWermept efforts 
have been extremely low vis-a-vistofh the level of need and the volume of giving to 
other charitable objectives, as found by Archibald Gillies, president of th(? John Hay 
Whitnqy Foundatl^: . * 

I asked ,the computer data bank of the Foundation Center Library to tell nie 
the number and amount* of gfants made m 1^72 and J 973 by focindations to 
two critical fields, politics and government, and economics. 'Of a total o^f 
18,700 grants listed m the computer, with a value of $1.6 billion, the 
following was reported, politics and government (87 grants), $11.6 million, 
which amounted to' ,7 percent of the /total, economics (34 grants), $5.3 
million, amounting to .3 percent of the lotaL Therefore, the total grants made 
in these two critical areas comprised only 1 percen/of the $1.6 billion spent. ^ 
Further, when one analyzed ttie 121 ^of 18,700) ^ants involved, ohJy a tiny 
fractiop *dealt with policy consideration^, pryhe. economics printout, none of 
V the grants listed 6ven mentioned the 'c^poration,' and only two grants 
\ addressed themselve^o questions of incorpe and wealth distribution. 

\out of the meageFW^n^ropic sup'porl to public interest activities, one should 
remember Sarah Carey's finding that "many projects have had no enduring result. 
-Th^ can be viewed* either as a short-ferm, aid to survival or as a diversion from 
. mor\ fruitful lobbying designed to get the nation's public and private leadership to 
assume their proper responsibilrties,"2 9^ ^ 
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Therefore, philanthropy's support ^oF cTtTzpn empowerment oc pwblic interest 
activities has been very small, the vast bljlk of philanthropic funds which do go to 
benefit disadvantaged minorities, la.cluding the poor, takes the form of alms or **aid 
to survival/* Further^ as -found by Mavity and Ylvisaker, "the high water mark in 
'the tid9 of public^ affairs^giving, in dollar terms, seems to have been reached in the 
earfy 1970s. Signs*ar? that the tide is beginning to recede.*'^ ^ 

Fifth, 'the laws governing philanthropic giving create little or no economic 
incentive for most Americans to finance Organizations that will advance their 
political,^ sociaf,^ and- economic interests. The charitable deduction is meaningful , 
only* ^to 'the wealthy wh6 are in sufficiently high income brackets to recoup from 
their tax bill a a substantial portion. of charitable donations. Thus, only 27 ^million , 
"Americans took* ^ny charitable deduction on their 1974 federal inco.me tax 'returns, 
two thirds of all taxpayers utilised the "standard deduction" the lesser of i2,600 
or 16 percent of income and therefore would obtain no material benefit from gifts 
to charity unless the gifts were so large as lo*cut deeply into their subsistence 
needs. And as* noted in'^e Commission's June 6, 1975, draft. or Chapter VI of its 
report, "for non- taxpayers, there is of course nothing to deduct their giving from." 

Therefore, the wealthy have the stcongest ipcentive to make philanthropic 
donations because the government most heavily subsidizes their giving. And tKis 
results in wealthy persons setting the philanthropic agenda. That their perception of 
public needs is different from that of^most Americans is hardly surprising, they hold 
the bulk of the nation's disposable wealth,^' and they have little short-run inqentive 
or reason (other than the purest of pure charitable motives^to support activitfes* 
,thy|iwili tak^ any of that wealth away via redistribution in any form. Accordingly, 
it (is no surprise -that the wealthy and the institutions they create and support* 
generally do not look upon public interest activities as worthy of their charitable 
dollars. Rather, they look upon theni as threats to what most wealthy people hold 
* dearest: their wealth and concomitant power. ,f • ' 

On the other hand, hospitals, private secondary schools and universities, and 
cultural Institutions not only do not threaten the ^wealthy ffew, they serve them. \p 
light of the Commission's preliminary finding that these institutions among a// 
potential beneficiaries of charity are those most in need, it would be interesting to ^ 
determine, for example, v^ether the hospitals that Yeceive *large charitable 
, donations) inter i^/Vos or testamentaryv,^,serve thfe health needs of the poor to any 
substantial ^degree. I wonder how many major donations were received ip the last^ ♦ 
year by Ha*rlem Hospital in New. York. Jn fact, the question can also be framed iri' = 
terms of the extent to which public hospitals serve the economically disadvantaged' 
vis-a-vis the extent to which ^'private'* charitable hospitals do. 

Similarly, private colleges and. to a far greater degree private primary and 
secondary schools serve a disproportionately high percentage o^ children from 
wealthy families. And, a's noted ^abpve, the most prestigious private educational 
institutions are losing large charitable gifts and bequests because they are not 
*fav6i-ing the children of wealtKy alumni to the same degree they once did. • 

If' private^ hospitals and educational institutions are largely- serving the needs of 
the affluent, as I Avould imagine the data would pgpve, it is logical that the wealthy 
use their ^overnmentally subsidized philanthropic^dojlars to support these insfltu- 
tions above ali o/thers. Similarly, it is no surprise that foundations, which* by 
definition are creations of the affluent, put the bulk of their grants into Institutions 
that serve the affluent _ ^ 

^ Wha^t this demonstrates is that the laws* governirig private philanthropy are but a 
microcosnf) of the laws that govern most, if not all, aspects of American sociely: 
They benefrt the wealthy because the wealthy possess the political power to 
influence the law/naking and enforcement processed' to an extent drastically 
disproportionate to their numbers.* In other words, philanthropy is undemocratic 
just as 'the eptire political system is undemocratic. Therefore, it may be chimerical 

E^C • /■ , i2-2 • ^ \ / 
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of m6 to expect philanthropic institutions and processes dominated by the wealthy 
to underwrite citizen empowerment needs which, if fulfilled, will create new and 
powerful institutions that will work to erode the accumulatipns of property which 
r differentiate the wealthy from other citizens. r* 

Sixth, It is especially inapposite for business corporations to play any role in fhe 
philanthropic process. These entities, as argued by conservatives sue!} as University 
of Chicago economist Milton Friedman, are in business for one reason only* to 
make as much money as possible for'their shareholders. In fact, some shareholders 
have .initiated legal proceedings to prevent corporate management from diverting to' 
charitable institutions monies which "belong".to the shareholders. However, the real 
problem posed by corporate "philanthropic" activity is that corporations are^the 
embodiment of concentratP'^'eeltbb. As such, they can hardly be expected to . 
underwrite the political need s^ of Americans who wish to ledistribute and 
deconcentrate that wealth. So corporations, which can give up to 5 percent of their 
annual gross income to charity instead give less than 3 percent, ITT^at 1 percent - 
primarily supports educational - institutions which serve as incubators of business 
talent and United Way-type social service organizations which dispense alms*' to the 
needy while leaving untouched the causes of need. 

To illustrate the problem of corpprate philanthropy as it affects public interest 
activities, a recent Washington Post article analyzed the plight of nationally oriented 
civil rights organizations, with special focus on The National Urban League. That 
organization's research determined that Blacks are suffering substantial poverty: ''A 
league report on black families estimated that three out of five black families now 
have incomes below the Bureau of Labor Statistics' lowest budget level, a'nd only 21 
per cent of black families can be considered middle class, compared with 47*^er 
cent of white families."^^ Although many of the organization's leaders called for 'a , 
national policy of full emplqyment, and a federally provided minimum income for ^ 
everyone," the organization adopted no strong advocary position on th^se matters 
and totally avoided f 9c uVing any of its "statements of concern" on eradicating 
discriminatory practices by industry.^ 

The league, like several ot^er organisations, is^Jn^a difficult position when 

it corpes to putting pf'e^sure on private industry. , • 

Most of the 103 urban league affiliates get a considerable amount of money, 

assistance "and good will from local business leaders. One conference 
* 'participant observed that often the businesses that contribute to the le^ue 

spend a much larger proportion of their money hiring lobbyist tcj fight some 

of the legislative changes that the league wants to bring about. 

Seventh, while commendably the Commission appears likely to endorse some ; 
relaxation of the prohibition against substantial legislative lobbying by charitable 
organizations, this will effectuate OTily a marginal enhahcement of pubhc interest 
activities. Although the lobbying restriction .is often cited by foundations and 
potential large donors as*an excuse for avoiding public interest activities, even public 
interest organizations and activities that never come near a legislative chamber 

• receive only a pittance from private philanthropy.' The rea^'n, as noted above, is 
tbai.pubNc interest^. a£jtjy^,9i^any type, if it is effective, will fuel the fires for 
wealth redistribution lnd^>j,^impjy is not in the interest of wealthy people and 
institutions.^"* ,/ 

Eighth, I would, suggest that the philanthropic processes must be derhocratized, 
pfobably W replacing the charitable deduction with a system of tax credits limited 

t to $200 or $300 per personT includijig credits which go into the negative income^*' 
zone. This. would permit all Americans an equal chance to determine which 
voluntary, prganization(s) "they wish to support. If, as suggested by Commission 
studies, this would result in a massive flow of charitable dollars away from priy:ate 
schools and hospitals and toward religious institutions, can the Commission make* 
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the judgment that this woulcf be socially undesirable for anyone other than the 
rich? Is the Commission prepared to demonstrate the dangers of democracy? 
Although the Gommrssion h^s articulated no valiies^ nor advanced any policies to 
support its conclusion, it nonetheless seems prepared to report that any diversion of 

.tax-subsidized monies from private scbools/ hospitals,, and cultural institutions is to 

' be avoided at any cost. . ' ' 

I would ihnagine that if the tax incentives were altered and philanthropy 
democratized, new institutions would spring up, many of the public interest variety; 
that the Commission's econometric studies, which find that poorer people give a 
greater percenUge of thefr philanthropic donations to religion than do rich people, are 
not reliable indications of where people would put their philanthropic dollars if the 
inc^nt|&s We altered and most people could give substantially mor§ than they 
presentJy do; that even if religious institutions did receive more money, the 
Commission* has no basis, for determining what uses the marginal increases would be 
put to; and that the Commission's basic mistrust of dempccatizing the giving process 
refllfcts a deeper mistrust of democratizing^ll American institutions and systems, 
especially the politjca) system which sets the economic rules by which evefyone 

^ must play. 

Ninth, if a democratized system iof government to underwrite the costs of 
private giving results io a substantial net loss tp the public; treasury, as suggested by 
at least one Commission study, there are" many ways the porfltical system can react. 
One is to fin^ that the need fulfillment which results from defhocratized philan- 
thropy obviates certain types of governmental spendingv(the maintenance of a 
welfare bureaucracy, for example) and therefore some or all of the treasCffy loss 
need not be^ replaced; indeed, there might be a long-run gain to the treasury. 
Another possibility, which is in no way inconsistent, is to replace the corporate 
charitable deduction with an excise tax, thereby changing .corporate philanthropy 
from voluntary to mandatory; the tax could be geared to make up for^anyiifeasury 
losses occasioned by a democratized giving system which are found 'necessary to 
meet ''public needs." Numerous t)ther possibilities exist. The public'sector has the 
full power to^ redistribute the nation's wealth and the" number of formulas and 
devices it has ertiployed and can employ are limitless; the present Internal^Revenue 

^Code is a monument to this axiom. The basic question is who pays for meeting 

'public needs andTiow are they required <o pay. 



IV 

CONCLUSION 



The preceding discussion suggests that the term ^'public need^" cannot be 
mechanically defined since it invoWes .a* process that is both complicated and 
politically subtle. And private philanthropy .is basically 3 vehicle to support an3 
finance public needs which cannot or are not adequately safequarded or fulfilled by 
government Thus, the .questiorf becomes '^how should, the prfvate philanthropic 
sector determine which needs to focus its limited resources upon and how can it 
best direct^hese resources toward need fulfillipent?" 

Tn^ reasons why I conclude that private philanthrof)y should focus prirftarrly on 
citizen empovyerment or public interest activities are several. First^ subject only to 
the limits of national wealth, the public sector his the power to^ meet all needs 
direc|ly or indirectly, and must be the ultimate target of any strategy for need 
fulfillment As Professor Galbraith has observed, ''the role of government, when one 
contemplates, reform, is a dual one. Tfie government is a major pafrt of the problem; 
it is also central to the remedy. 1t is part "of the problem of unequal development. 
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inecjuality in income distribution,^ poor distribution of public resources, environ- 
mental damage and bogus* or emasculatory regulation. And yet it is upon the 
government that reliance must be placed for solution."^ ^ ^ 

Second, because government must be the target of philanthropic activities 
designed to rrteet the strongly felt economic, political, and social needs of most 
citizens, government cannot directly support the citizen ad\(ocacy func'tion to any 
great degree. As stated In the Commission's May 29, 1975, draft, public advocacy 
6fganizationsy"can hardly be expected to function at all, or niust fur\ction in 
fundamentally different ways, unless their support is private giving." Those who 
depend largely upon^governjnent for funding can rarely muster vigorous political 
advocacy programs designed to alter the priorities of the government which feeds 
them. «• ' ' " ^ 

Third, because^ political power tends to be distributed in the same way (and to 
the same interests) as economic power, the majority's collective demands for 
redistri^bution of wealth can only come about if political power is redistribu^„ or 
vice' versa. When faced with such a circular phenomenon, the only way to bring 
aboiJt change is to break the circle.. My belief that it can. be more readily and 
equitably broken Jn the political arena is based largely on the fact that the political , 
marketplace has always had the"potential for greater democracy than^the economic 
marketplace (as it presently exists), if for no other reasons than the existence ^of a 
pote.ntially egalitarian voting process and other individual political rightV^aranteed 
by the Constitution. 

Fourth, -one need not go as far as Sir Thomas More's view that '*with equality of 
wealth .all men have everything in abundance,"^^ to endorse the need for 
substanti4l niovement toward economic equality. Many, like Columbia University 
sociology professor Herbert J. Gans, take a more moderate view: *M believe that 
income and wealth shoufd be redistributed in this "country only to the extent 
necessary to fund, the jobs' and incame grants .required to make up the minimum 
income."^ ^ " \ . \ ' ^ 

What does seem clear is that absent more broad-based redistribution than 
presently is taking place - redistribution of both wealth and political power ~ 
growing instability of America's basic economic and political institutions thr^atensj/"*^ 
far more prcrfbund and revolutionary future course of events than is prop^iwKin 
this paper. HannSh Arendt spoke of ^ 

an .increasing disarray in the very fqundations of our political life. ... We may 
weil stand at one of those decisive turning points of history 'which separate 
whole eras from each other. ... . ; 

At such moments in history when the writing on the wall becomes too 
frightening, most^ people flee to the reassurance of day-to-daV life with its 
unchanging, pressing demands.^/ *^ 

The Filer Commission ^vpuld do. well to *remember the venerable adage that 
**those who not learn the lessons of history are condemnecl to repeat it" When 
the polity ipses touch with its citizens, wh^n most people feel disillusioned, 
let-down, ^^enated, and yet powerless to do anything about it by working within 
the syster^^f then the system is troubled waters whicjt) tend to flow in a 
revolutionary direction. Thus, it is m ^e interest of all who believe in the equity 
*and viability of the American economic, political, and social system to work to 
recreate in citizens a sense of invofvement and power over their own destinies. 

If the gfowlngly divisive climate >(n America is to be abated/ it v^lll colfne only 
when most people feel that they are part of the system, not its slave or its vJctim. 
Equality, as de Tocqueville pointed out^pver a century ago, is the gli/e thit holds 
this nation's political culture together, and the rising demand for econoTfiic, social, 
and political equality will not be appeased or tranquilized by the. noblesse oblige 
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approach to philanthropy which is the status quo and, with minor exceptions, the 
gospel of the Filer Commwsion. 

Rather, the Commission N<^ould do well to examine the society it purports to 
^serve, the public whose needs it seeks to serve. If it does so, as it initially set* out 
to, It is likely to reach the^same conclusiSn as the National Cqnference of Catholic* 
Charities: _ 

if, ^ 

li>' order to foster individual freedom and liberty, the spirit and programs 
which Catly)lic Charities sponsor shouW be of such a nature as to discern, to 
calf attention to, and to prevent the causes of bondage and oppression. 
Catholic Charities then must .stop wishing to resolve the poverty, the misery^ 
of the oppressed by individual ^ts.of charity alone. . ! . ^ 
Programs benefit people only when they contribute Xo the individual's 
freedom and independence. Catholic Charities must commit itself boldly to 
the complete liberation of 'man so that he can be the real artisan of his 
destiny^ the shaper of .history, the free active builder of his future.^^ 

J* 

^ Afterthoughts 

This paper, because of time and space limitations, represents only an overview of 
serious and coniplicated questions. As such, many topics that require -thorough 
analysis and explication are treated summarily. However, I do^ot apologize for this; 
had the Commission spent its time and money as it promised, profound research 
papers by experts would have been prepared addressing the ayestions listed here. 
Instead, the Commission devoted its researcli primarily to teQ^infcal analyses of the 
tax laws and the present beneficiaries of major private philanthropic giving, most 
prepared by the beneficiaries thenfselves and therefore highly self;serving, to say the 
least , ' *M 

Several key phenomena regarding publk needs has^e, however, been either glossed 
over or totally elided in this paper. One is the^ role of America's philanthropic' 
system in meeting the, needs of non-Americans. Another is a comparative analysis of 
the various domestic needs foi" goods and services. 

-Although these deficiencies cannot be overcome without conducting an enormous 
and time-consuming study, I would like to attempt to illustrate the direction such a 
study might take so as toiamake clear some of the problems with which the 
Coffimissfon must grapple before it can credibly claim to have thoroughly examined 
private philanthropy and public jjeeds. 

Food is a basic necessity of life and, for ^as long as history chronicles the 
wprklngs of organize.d society, hunger h^^beeqjhe one human condition that 
civiljzed societies woufd not tolerate. Private'^'phflanthropy was'^fong the mainstay of 
Western civilization'^ efforts to combat hunger. Yet the Filer Commission has 
conducted no study of hunger in America or abroad. Nor has it even listed food as 
a primary public need. Presumably,' prjyate philanthropy, to the extent the Filer' 
Commission, speaks for it, regards food and hunger as needs to be dealt with solely 
by gpvecnment, althotigh the reasons/or this conclusion are nowhere to be found in 
the Commission's reams of studies and drafts. . 

Unlike health care, which state, local, and federal governments provide to many 
indigents without charge, the basic governmental food dispensing services-food 
stamps and school juncf^s-r^quire those eligible to pay part of the prrce. For this 
reason and the fact that retail food Costs have been rising substantially faster than 
food stamp subsidies, the Senate Select Committee bn Nutrition and Human Nee^ . 
recently concluded that "over the pa$t three to four years, our nation's needy have^^ 
become hungrier and poorer. "^^ ♦ ^ 

Moreover, poor dietary, educatrpn, often coupled, with poverty, is resulting in 
ma«ive malnutrition in this natioru Then Department of Health, Education and 
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.■^.ilMm-m -ftsbruarv^ iS^i release^' preliminary findings of its three-year-o,ld Health 
i?l»«rtt.Qn £xamihlVbn Survey ("HANES"). What HANES reveals is shocking 
;■ sifeoW stich as the. following: more than 72 percent of Black women of 
^^cbildrbeiring age do not ingest enough calcjum, whereas nearly 56 percent of white 
\von»n; 34 percent of Black meh, and 17 percent of white men have calcium- 
" deficient' diets; 49 percent of those belo,w the poverty line are deficient in vitamin 
A" 2nd 49 dercant 6f low-income Black women of child-bearing age, 29 percent ot 
white women in th?t . category, and 41 "percent of the Jow-income elderly suffer 
-from protein deficient diets. 

Since these dietary deficiencies" are a majdr cause of disease, birth defects and 
■ retardation, anc^* inability to work productively, they indicate that the nation s 
health needs are inextrica'bly entwined with the nation's. nutritional needs. Yet the 
Filer Commission has con'cluded that philanthropic monies should go to hospitals to 
Ifeat diseases, many of which 'could be prevented if the public receives, adequate^ 
nutritional education and commodities. , • ~ 

Now if we compare the public need for nutrition in America with the need for 
private secondary schobis, which are among the -Commission's top priority 
^ beneficiaries, the Commission's values become truly suspect. I am sure that txeter, 
Choate and Grotqn are wonderful schools and turn out well-educated young 
gentlemen who will be able to fill the leather armchairs of Walt Street. But 
compared with -the social blight of hunger and poverty; the br^in-injured children 
being brought into a nation which produces more food than iK^can possibly 
consume it is positively inhuman to maintain a system that ^directs millions ot 
philanthropic dollars to schoo) rich young men while poor (and many not so poorj 
people are starving. ', . ' , j , 

VWiile the American poor, the bottom 20 percent on the income scale, spend an 
' average of 40 to 60 percent of their disposable income for food, in many poorer 
nations over 60 to 70 percent is spent on food. This leaves little for any of the 
amenities which the- Filer Commission has determined'to be primary public needs, 
lust as the rich are to the podr in America, America is to third world nations where 
famine is common and serious malnutrition is the rule rather than the exception. It 
' the wprld's 3.8 billion -people all consumed food at Americas level, world food 

production would have to be increased almost eight times. . , 

• This merely illustrates that maldistribution of wealth is an international, not 
simply a domestic phenomenon. Surely tbe Commission is not so naive as to believe 
that America is an island and can insi/late itself frorp-^e rising demands of lesser 
developed nStiohs, that we spread the wealth "around, that we consume less and 
. redistribute more to those most in need. Are we not fa^g, public needs on an 
international scale which threaten to . undermine not (^iS^America s power and 
prosperity but its stability?' ' ; X- ' . ,-"u i 

Of course thesa are momentous questions which should not be treated lightly. 
But they should be treated, before any ehtity, offers to the public an evaluation of 
the role of philanthropy, in meeting public needs. It is perhaps useful to end on an 
historical, note of. great pertinence to the Commission for which "this paper: is 
written. "William Hazlitt, analyzing M'^us, stated that 

- if Malthus -meSns that*he wants of the poor arise from the impossibility of 
procuring food for thpm, while the rich roll in abundance, or, we will say, 
' maintain their dogs an* horses etc., out of their ostentatious supecfluities, he ^ 
asserts wha^t he knows not to be true. ' 

■ Dogs and horses, Hazlitt wrote, ''eat upjhe food of the children of the poor." 
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VALUES, VOLUNTARY ACTION, AND PHILANTHROPE 
THE APPROPRIATE RELATIONSHIP OP^^PRIVATE 
PHILANTHROPY TO- PUBLIC NEEDS 

David Horton Smith t ' ■ 
Introduction 



The^ FMer ^mmission undeFtook to mvestlgate how private philanthropy has 
related and should relate to public needs. It is striJ^ing, therefore, that the papers it 
has so far^ commissioned have been exceedingly narrow in their definitions of eilher 
, philanthropy or public needs. WhHe often presenting useful and interesting facts and 
ORinions about certain aspects of private philanthropy and public needs, they have 
for the most part s^diously avoided a hard look at the "big picture" in the context 
©(.historical trends and humane values. Several of the papers seem to be self-serving, 
either for particular nonprofit institutions or for wealthy individuals an5 institutions, 
whether for-profit or not-for-profit. 

Jhe present paper represents an admittedly imperfect attempt tOrtakea ''public 
,^ intere$t" and humane value perspective on private philanthropy Jn relation to 
''^'public needs - without ducking the very difficult questions of what is.rtieant by 
^ eaclii of these concepts.' In addition, we shall attennpt to do this* in such a manner 
^ that the relevant contributions of the othe/ major sectors of society (that is, the 
' famijy, business, government)* are taken inU) account. Because this is an overview 
, papeV, we cannot hope to do justice to the fine grain of detail that' is need^ if a 
fuM unc(erstanding of these problems is to be reached. Yet we can and will attempt 
to suggest how more detailed understanding might be achtfe^ed - the methofds of 
procedure that might be used to do justice to the subject nnatter. 
This paper is divided into four main parts: 



'1. Values and needs, public and private.' A drsc^ission of.wha| i 
and what they need, with some attention to how one deter mi ins 
about and need, and to what extent these needs are anybody's 
own. The extent of Filer Commission attention/inattention to e 
assessed. 



(eople care about 
What people care 
'usiness but one's 
need or value is 



2. Institutional need satisfaction mechanisms, including philanthropy. A 
discussion of hpw we satisfy needs, particularly through institutional mechanisms 
such ^ as the family, business, government, and philanthropic /groups, with some 
attention to !how the roles of these different sectors have changed in the past and 
hoy/ they might be changing in the present and into the future^ given broadej; 
historical trends. . ^> - . 

3. Evaluation of the relationships between needs an3 institutional need 
satisfaction mechapisms. A discussion 'bf how well the various Vieeds and values of 
people are satisfiey* by the various institutional need satisfaction mechanisms, with 
particular attention to the role of the private, nonprofit, independent, voluntary, 
philanthropic sector, and within this sector to the jole of major philanthropy (by 
wealthy individuals, corporations, and fo^jndations). Throughout this part of the 
paper we address questions of the appropriateness, in terms of humane values, of 
existing or prior relationships relative to optimal arrangements and roles. 

A ' . ^ 

^ ''^ Associate Professor, Department of Sociology, Boston Collcg^; /Association of Voluntary 
Action Scholars. 
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4, Strategies for improvement of the present situation. A discussion of the kinds 
of changes thatjieed to be made in general if currently inappropriate /elationship^s 
-ISkfe to give way to more appropriate arrangements, with special attention to the 
Native ro<es of government and private philanthropy in dealing with differently pes' 
of needs and values of people. This will include a consideration of forcesjfor change 
and forces resisting change, parts of the solution and parts of the problem. «^ ~ « 

, - Values and needs, public and private 



. The Filer Comn^i^ion aims to deal with "public needs," yet nowhere has there 
been either a careful definitipn of this concept or .a thorough discussion of the 
kinds of needs and values that it encompasses. Clearly the task is a jiifficult one, 
but it must be dealt with directly since it is crucial to the whole enterprise. If the 
term "pubUc^eedsJ* is defined very^ narrowly or arbitrarily, ^^en the entire activity 
of lhe--Filer Cohimission^ will be<?fikely to" $6rve special "mfefests, and. probably 
dominant, elitist, special interest rather than the weaker, disadvantaged special 
interestsror public interests. L ' ^ ' / 

Tbe starting point for a definition of public needs must be a consideration of 
human needs jn, general. What do people care about? What factors make for a high 
•quality^ life and for general satisfaction with life? What kinds of ne^ds do people 
m general tend to have? These are questions^on which niassive amounts of r'islarrch 
have.been done, and even without such research they could be answeredljiTtte well 
1n €OiTHfk)n sense>terms. . , . . . 

The critical problem in dealing with human needs is to ibe sufficiently inclusive 
50 as to do justfte to the full range of needs and valuer, rather than limiting 
coii$i,de^tion to those particular needs that Nye ourselves or some other particular 
group or persdn considers problematic (that is, unmet). All needs and, values, we 
would argue, •are relative to particular individuals or sets of individuals, yet there are 
manyJwcoad similarities in needs and values among Individuals,, just as there are also 
fnany differences. 

* Leavlng^ide the nx)re technical definitions of psychologists, we may say that 
human nee^s^ refer to those situations, gircumstances, and^end-states-that people 
want, care about, and try to achieve and that provide either a dfeci^^^fr^issaf^ 
isfaction or an increase in satisfaction when achieved. In this sense,'fL human jieed is 
a tendency \ox disposition) to pursue and prefer certain ctrcun?stanceS"X)r ends. If 
the circumstances or ends involved (food^hysical warmth, cleafLaiC^upportive 
interpersonal i;plations, for example) are apKieved with an appropriate frequency, we 
may speak qf fulf^ed needs or Ibet needs. If the ends involved are not sufficiently 
met in terms of quantity, quality, or frequency, then we may 'speak of junmet needs 
or unfulfilled needs. . _ ' 

The terms "value" and ^'concern'* can roughly be taken as synonyms for the 
term **need" as defined above. All three concepts, along with many o'tfiers (for 
examplQ, desire, wish, motive), refer to the fact that people want pertain objects, 
situations, or end-states. The situations or things, that fulfill nee;ds, ^values, or con- 
cerns-can be called "needed objects'* or "valued objects** (or ^'needed/valued 
situations") or Vgoods." Hunger is the' need; food is the needed object or "good*' 
(Jn the economist*s terms). TJiis distinction is extemely important because it is very, 
quickly ignored, in discussions, of human services and human needs. Too often those 
in control of powerful service bureauj:racies assume that provision of a valued or 
nee'ded object is the sime as satisfaction of the n^ed itself. Not so. Provision of 
food through a food stamp program or health care through Blue Cross-Blue Shield 
reimbursement arrangements does not mean that all or even most people with the 
fior^e^ponding need have access to the needed object or situation and/or are satisfied 

'h what they receive, ^ • ' i o O ' 
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So defined, there can be an almost Infjnlte variety of needs, corresponding to th^g^ 
desires of individuals for ah manner and varieties of objects, situations, serviceJf^" 
experiences, and so forth. But, like anything else, similar specific needs can be clas- 
sified«into broad categories of general needs. For preserTl purposes, we need t^ind 
an adequate general categorization of needs .that can accommodate mo§t of the % 
needs of most of the people for 4jiost of the time. ' 

In fact, the foregoing suggests how we might for present purposesjeflne "public ^ 
needs"' by contrast with "private needs." Public^ needs may be defined as those 
human n^eds that represent broad categories of general needs which characterize 
substantial nilmbers of the population of a territory (whether a neighborhood, city, 
SMSA>, state, region, nation, continent, or#the world as a whole). Private needs 
Ivould be the residue of human needs that are highly specialized and limited in their 
application to only a very small portion of the population. Obviously there is ^ 
sliding scale Involved, with the actual dividing li^e between public and private needs, 
in the sense just defined, and its application being' a matter of both empirical and 
theoretical dispttte. The dividing' Iftie wifl also vary over time a/jd according to the 
territory and population being considered. ^ 

-anyTev^nt, the crucial defining chaxacter-istic of public needs is that they are 
human needs o/: values that many people have in. common. This does not mean that 
th^y must chalracterize everyone, let alone be unmet needs for everyone. It is 
sufficient that /a substantial number or propbrtion of people (perhaps 25 percent in ^ 
smaller populations, or as few as 10 percent for the U.S. as a whole, which would 
be about 21, 000,000, p^ have the need for It to be impdrtont. And to say that 
a human hee^ is a public need does not necessarily Imply that government agencies 
,at one or^ another level are atJtomatically responsible fpr its satisfaction. To 
designate a reed as a puWio one merely^ means that* its satisfaction should be of 
broad concert to those interested with social policy and the institutional mech- 
anisms of need satisfaction, whether philanthropic or otherwise. Nor does the 
presence of ja public need mean that it is unmet; this is another question. . 

Bemuse jpjblic n^eds are by definition so widespread and common to 'many 
peoplrafi a^piHation, they usually become the focus of broad public attention, 
^his is th contraU to very narrowly defined or sf^ecialized private needs that 
characterize very fbw people and hence are seldom the focus of broad pubtjc. 
attention, unless the)( satisfaction interferes with' the satisfaction of public needs.. It 
is in this sense that public needs are to some extent "everybody's business," while 
private needs are "nobody's business." (However, it is possible for a public need to ^ 
t)e relatively obscure if people in general are relatively unaware they share the 
need.) Our highly deverpped interdependencies on each other in modern society 
necessitate iour joint affid mutual consideration of institutional satisfaction mech- ^ 
anisms fo: -^ny needs, tn^t characterize substantial numbers of our population, 
irrespectiye of wheth|er we j)ersonally find these needs good, bad, or Indifferent. The 
point is nbt that public needs are necessarily "good^' or "right" in some higher 
ethical or religious sense, but thai public needs are simply there, they exist aM 
cannot be ignored with impur\ity, * 

Note that the present approach to hOman needs is an open-ended and essentially 
empirical one. It allows for (^hanging needs ov^ time and, variations among the 
needr expressed by different populations. By the same token, this approach does 
not begin by assuming that ce^rtair) needs are "Ijetter" or more important than 
others. There is clearly a^ hierarchy of needs present in most individu<ils and 
popuUt^ns, perhaps all. But what this hierarchy is remains to determined 
empiricaUy for a gjven population, just as the distinction between pubhc and private 
nee^s also remains to be empiricall^y determined. There is also clearly some conflict 
among different public needs, but^ this also is a matter thaj^an largely be de- 
termined empirically, since the de^ee of conflict^ depends very much on how 
strongly tvyo logically opposed needs are each held, and on what tradeoffs and 
compromises are possible* \ 

er|c . \ ^'^^ 
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Though we need make no ^sumptions about hierarchy or coriflict of needs,Ave 
do for present' purposes have to\ make some assumptions about what a relatively 
small set of basic public needs Vnight be. Such assumptions are not made in a , 
vacuum or arbitrarily, hpwever. have as a basis for making these assumptions the 
work of anthropologists, sociologists, psychologUts, and other social scientists and 
philosophers, including the more redent work in the field of social indicatory. Any 
set of basic' public needsMs gping tb be criticized for both sins of omission and 
commission, yet we must start somewhere and let a broad participative discussion 
and data-gathering effort on tl^ subject lead wliere it may. . . u • 

To duck this crucial question of What a basic list •f public needs might be is 
simply a "cop out." It would have the\principal effect of letting some implicit or 
covert list of basic public needs rule the day, without open public discussion of 
what these needs might or" should be. "R\e following list is therefore offered in the 
spirit of inquiry and suggestion, rather \than as a chiseled-in-marble finality. We 
would argue that the list is smalh enough to be graspable as a whole, but large 
enough to do justice to all of the basic piJblic needs of human beings. Each of the 
categories of need is a broad one, naturally\ encompassing many related^sub-ne^ds. 
In»this sense, the list could be almost indefinitely expanded by separating and giving 
independent status in the list to various neew now classed together. This kind of 
expansion can, be done When, as, and if neceksary for specific purposes. The more 
important question is whethei' anything basicUo, human needs is left out entirely 
and cannot properly be fit into one or anotheAof the present categories. We would 
argue that nothing has been left out if the categories are properly interpreted. We 
would also argue that e^ch need in the present li^ merits independent status. 

One final point of a general sort to be madfe is that the list below does not 
assume that any particular mechartisms for the satisfaction of human needs are pait 
of basic public needs. The question of whethef^ and to what extent we ne<« 
hospitals, schools, governments, voluntary organizations, businesses, or even families 
is left bpen for the moment, ^ch of these can be sfeen as mechanisms aimed at the 
accomplishment of one or moVe of the basic publid needs (and to a- lesser extent 
private needs). But there is clearly great variation aniong cultures and through time 
regarding which institutional mechanisms relate to wh^ basic^public needs. In fact, 
this question of what instttutional mechanisms relate to basic pubUc needs and how 
they do so is precisely the issue to be examined here and that should\be taken Is 
basic to the entire Filer Commission endeavor. We cannot hope to examine the issue 
fully however, if certain mechanisms for public need satisfaction are assumed at the 
outset to^be both necessary ind sufficient for the satisfaction of partii^ular public 
needs.' This would beg the question at issue. ^ \ 

- Here, then, is the list of basic public needs we suggest. i 



II . : 

BASIC PUBLIC NEEDS 



Physical and Mental Health ^ ' 

Preservation, restoration, and enhancement of health through the avoidance or 
overcoming of all manner of potential health problems^ from accidents and anxiety 
to suicide and venereal disease. As for all other basic public needs, the need for' 
health is related to other basic needs, and particularly to economic well-being. Aside 
from giving a long list of health problems and' disorders, the best waV of describing 
the sub-needs Under health is to indicate the major kinds of activities fostering 
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health in various ways, as follows:' positive health maintenance (intluding exercise, 
proper diet, carefulness, positive mental outlook), public health education and 
^^fnforma^ion dissemination, health Specialty and professional education, chronic 
health problem prevention (including i^anitation, immunization, accident' prevention), 
health-related referral, health crisis prevention (for example, counseling atVitical 
health junaures ii^ a persoa's life), health problem treatment, special health support 
systems (including rehabilitation, special training, respite care), health-related 
ftnancial sijpport, health problem insurance systems, health system accountability 
and client advocacy, coordination of he^lfh-related resources, research and analysis 
on health-related matters. * 

Economic Well-Being ' ' » - 

At the most basic level, economic well-being refers to the need for adequate 
food, drink, shelter, clothing, sleep, air, and other objects or situations directly 
related to physiological needs of human beings. Lack of any one of these basic 
aspects of economic well-being leads directly to health problems. However, there arS 
many additional economic needs in a complex modern society like ours, for these 
basic economic needs are satisfied by a cgmplex^ systeTn of interlocking ^mechanisms. 
Thus, sofne additional aspects of economic w'^ll-being would be adequate trans- 
portation, availability of appropriate employment, economic security, adequate 
satisfaction of some coftiliumer desires beyond basic necessities, adequate income, 
consumer protection, and the balanc.e of economiC^rowth with resources and other 
needs. The issues of equity and equality of opportunity in regar<J-to economic 
well-being must ^so be raised here. More than for any other need in the present, 
list, the need for economic well-beiQg Js closely related to nearly all of the other' 
public needs in the list. It deals with both the basic questions of physiological 
survival and the availability of resources that permit other needs to be satisfied to 
varying degrees. This need for economic weff-beiiTg also crucial because control 
over econom/if resources, translates directly into pov^r of all other kinds. ^ 

Justice, Security, and Freedom 

Justice includes not just the negatix^e aspects of security of persons and property 
from unjust harm or seizure, the need for public order, social control, regulatory, 
judicial, penal, probation, and rehabilitation activities. Justice also includes the 
positive aspects of protection of equity, human rights, civil rights, individual and 
collective freedoms. The roots of justice as a needylie npt in mere conformity to 
enacted or cqstomary laws, but rather they lie in (he felt concerns of human beings 
for the public interest and for individual equity/human rights. These concerns, are in 
turn rooted in religious, pfulosophical, and moral views. Justice is afso crucial to*the 
satisfaction of any of the other publi^needs, In a sense, it is the preeminent public 
need since fhe achievement of justice wtimately involves.^e use or threat of force. 
And the use or threat of force can override, , at least temporarily, all other consirf- 
, erations. When this occurs, as in the Stalinist or Nazi reigns of terror, basic survival 
needs (health and economic well-being) overcome the need for justice and the other 
needs. People do what they must to survive. Only the power or control aspf.ct of 
justice 1s emphs^ized, not libei-ty, equity, or the public interest Thus, if vve" the 
people do not look out for justice in its broadest sense, we shall not be a^ble to do 
much about our other needs. Once lost, freedom and civil rights are terribly dif- 
ficult to regain. 
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Education and Communication ^ / 

^* . . ' 

The sharing of what is known, either directly or through some communication 
medium, and whether to single individuals or to sets* of individuals, is a ba^jf^public 
^ need of long standing. The education:Communication needl^ncludes^^ pnt^ of 
preschool,- elementary, secoadary,-and higher educatfon, as well as continuing and 
adult education, informal edu^ltion, religious edu^^^n, paijental socialization, and 
general public education and information dissemination through the mass media, the 
mails, public lectures, discussions, and so fortb. An infor|ri^(i people are generally 
better able to fosjgr justice, economic well-being, health, Ad the othek needs in the 
present list. Education and communication are thus tesic enablei^R just^ as the 
preceding needs have also been. Where education shades over into 5heer communica- 
tion 6f Information is unclear, so both are treated as part of tb< need. 

Science, Technology, and Inquiry 

Curiosity, the need to know more about our v/orld and the way things work 
(and can be made to work better) is one root of our need for science,, technology, 
and inquiry. Another root is the role science plays in enhancing our ability to s^ve 
other needs While not so widespread, or salient, perhaps, as some of the other 

. publl5 needs in the present list, the nged for science and inquiry is nevertheless 
quite widespread if presented in its broadest sense. The real areas^of conflict have 
more to do Vlth relative support for **pure scienqe" versus more practically and 
immediately useful inquiry, 'whether dignified by the name df science or not. If the 
present need Is pUt to people as, "Do you feel a need for having some people in our 
society trying to find out more about how things work so that our lives wn be 
improved?" more agreement wiU bejound than If the case for "pure science is put 
to people' Just as the role of*caf)ital investment is crucial in increasing economic 
, well-being and productivity, so also is^e role of scierlce crucial as an investment in 
increasing our knov/ledge; and Iff turn, Increased knq^ledge is cruaal in dealing v/ith 
many of our, other needs such as health, education, justice, economic )vell-being, 
environmental balance. • * . . . • ; r u ^ I 

Even if the generalised .public support for science and inquiry in the broadest 
sense is limited, such support Is still likely to be sufficient In terms of our earlier 
definittbn of public need to justify inclusion of this need In the present list. An 
alternative justification can also be found In the economists' concept of collective 
goods goods that cait be shared by and consumed by many people simultaneously. 
Unlike the private goods that the business sector primarily produces and allocates, 

: public goods are pcincipally the concern^of the government (public) sector and the 

I voluntary, philanthropic secto/.^^Sclence is a prime pcample of a public need s^hose 
satlsfection mechanisms conltitute a collective good. However,* we would resist the 
tendency to equate our list of public needs here with the usual economists list of 
collective goods, since this would be restrictive of the present inquiry process. Some 
of the public need% list may be satisfied by private goods (foT example, various 

. aspects of econorte-V^fcll-being)' and some^wlll satisfied b/ public goods, in the 
technical sense of economists. And needs are n<)t ,the same as goods m the economic 

• sense (See James Buchanan, The Demand and Supply of Public Goods, Chicago: 
R^nd Mchfally, 1968, for ? general discussion ofnhe theory of collective goods.) 

Religion, fihi!9Sophy,and.rdcalisrn , * ^ 

The -need for /religion, in the broadest sense reflects a concern for the yltimate 
value and meaning of fiuman existence in the universe. This need must be 
interpreted broadly to include not only worship, religious education and missionary 
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work of the traditional theologies and religions, but also the newer and sometimes 
secular philosophies, ideologies, moralities, and world vltws. Whether old or new, 
these ideologies all speak to the human condition and to the problems of what is 
good, right, valuable, and worth doing. In this sense they all represent differer^t 
approaches to idealism as it applies to human behavior and human ends. As such, 
they all reflect in sonie way a concern for altruism and the public interest. 



Peace ar^So^ial Integration . - ^ 

Perhaps it ii^erly hopeful or optimistic to include peace and social integration 
in a current list of public needs, yet recent empirical studies of the attitudes of^ar 
people toward war and conflict generally bear out the inclusion of this public need. 
Human beings everywhere proba^l^ respond more deeply to the long-term need for^ 
peace and social integration than to the counter -ne^ for war and social conflict." 
The sub-needs under the present heading would include the needs for mutual under- 
standing among different peoples^ (whether they are different in geography, 
nationality, race, ethnicity, language, age,^sex, religion, politics, economic status, or 
whatever), for mutual respect, mutual acceptance and recognition, as well as for the 
more rtegatw^ely phrased needs- for prejudice reduction and conflict reduction, and 
the finding of constructive outlets for agression, anger, hate, and fear. 

» i ' ' 

L 

Esthetic Experience, "Culture," and Entertainment 

^s- ^ . " ^ 

The need for esthetic experience, like other needs in the present list, is oft^n 
very narrowly interpreted in order to serve the special mterests of particular groups 
or institutions. As we would define it, esthetic experience refers to the creation, 
re-creation, or enjoyment -of beauty in, any of ft$ iiunnerous forms^ — the expe- 
riencing of objects, events, or situations that direcey bring sensory and perceptual 
pleasure. We add the term "culture^* only because many people nan-owly identify 
this ternn with esthetic experience' In fact, the use of the term "culture** tends to 
.mvolve the rather 'elitist and '*more-sophisticated-than-thou" attitude that some 
forms of esthetic experience are intrinsically "better** than others. Such an attitude, 
while comforting to its possessors, generally reflects customary social preferences- 
rather than clearly demonstjable differences in "intrinsic merit.** ^ 

Thus, the public need for esthetic experience as used here includes not only the 
.performing and plastic fine Srts and literature, but also folk ?rt, popular art, folk 
^ai:id popular njusic, decoration, movies, popular books and magazines (especially 
fiction), muqJ)/of TV and r.adid programming, recordings, handicraft objects, esthetic 
enjoyment of nafui^e, and even sexual pleasure.' In short, the need /or' esthetic 
experience includes the full range of objects, situations, and events that bring direct 
sensory and perceptual pleasure. Such experience includes both what some would 
call "true culture** as well as what they might call "mass culture** ^nd mere 
"entertainment.** Hence we recognize differences in esthetic tastes without arguing 
for any absolute Viterarchy of tastes. 
< ^ -mm^ 

Leisure and Recreation/Relaxation , 

This n^ed^ is in p^rt a residual category, since several of the ot^er needs in the 
present list refer to activities t;hat take place in what is technically discretionary or 
leisure tim^^ the present need for leisure and recreation/relaxation includes a variety 
6f both passive and , active, collective, and individual ways of spending time plea- 
surably in pursuit of sports, games, h(ibbies, or smpk relaxation: This category of 
niiWir need shades oyer into the former category of esthetic* experience, on the one 
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land, and over into ihe^oext category of emotional expression and Interpersonaf 
pns, on the other hand. The emphasis in the present category is on doing 
png enjoyable, tjlat is not directly involved with perceptual pleaiure and 
,y, or on doing nothing much at all as a form of enjoyment, ^ 

Emotional Expression and Interpersonal Relations 

This need is so'^basjc. to human beings that many people either ignore it or take 
it for granted. Yet irt highly urbanized, anonymous, alienated, mobile, modern 
society tt cannSt be ignored any more than it could be in earlier' tipids. The need 
for emotional expression and interpersonal relations is a recognition that humans are 
-social beings who need love, affection, friendship, fellowship, interpersonal commu- 
nication, and the opportunity to share feelings and perceptions directly with at^wt 
a few other people. There may be marked variations in how much people need 
other people and how closely people relate tp others emotionally, yet the fact 
remains that true hermits and catatonics are very.rare. People need people. 



Participation, Involvement, Efficacy, and Power, 

Another neglected public need is the need for pacltcipation and involvement in 
societal decision-making processes. We find today greater levels of alienation in our 
population than ever before; an almost total disaffection from the major institu- 
tional bureaucracies and power' structures^of our society. Such alienation, is only 
surprising to those who are unaware of tKe widespread human need to have some 
power, efficacy, and involvement in the decisions that affect one's life. We all need 
to feel that we can have some influence over our basic living and working arrange- 
ments and the satisfactions/dissatisfactions that flow from them, TtHs need for 
participation and involvement can rJianifest itself not just in traditional political 
processes but also in economic and business contexts, in matters of consumption, in 
family matters, and in voluntary action and interpersonal relations. In many dif- 
ferent contexts we need and want a ''piece of the action" - a sense of making a 
difference and sharing in power. 

Edbiogical Bala/ice and a Decent Environment 

The underlying need to bring ourselves into better balance with nature and our 
nattifal^'rcsourc^ is only slowly gaining widespread public^ecognition, but the more 
obvious symptomatic needs for pollution reduction,. natural-area preservation, energy 
conservation, population control, improvement of urban and rural environments, 
adequatp folid v^ste disposal, recycling, and so forth have already reached a high 
degree of public av^^reness. We* are endangering ourselves as a species on our 
"spaceship earth" by'many of our current practices involving natural resources and 
the natural environment. Some of the pollution processes and other natural changes 
,we have set^in motion can become and are'near to becoming irreversible. If we do 
not pay increasing attention to solving the problem of ecological balance, we may 
not have any other needs to consider as a species. ^ 

i ' 

Social Welfere and SociahServices , - i ' 

This public n6ed is also somewhat of a residual category. It refers to the, mul- 
titude of special services that do not clearly fall into other public-need categories 
that characterize substantial numbers of people. Defined more positively, social 
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welfare includes the need for general counseling and referral for people with family 
or other problems, emergency provision for economic well-being in times of per- 
sonal or family crisis, assistance to migrants and immigrants and travelers, adoption 
services, and aid to unwed mothers and runaways. These highly varied examples 
have in common the fact that the members of some category of persons are facing 
serious problems and dissatisfactions because of their social situation. 

One might say that the need for social welfare is most broadly the, need for help 
from other people as a result of some kind o( essentialjy social distress - a disloca- 
tion or lack that is the result of existing social pressures, demands, and mechanisms. 
Yet many-gf,j/ie needs and activities that ar^often classed in this category can be 
better fit elsewhere (for example, frjendly visiting andv^j^-^ffother programs might 
better be classed under the need for emotional expression and' interpersonal 
relations; special language programs for non-speakers of English might better be 
classed under education and communication; youth programs might better be' 
classed under leisure and recreation). The tendency to^stretch the limits of the 
category of social welfare as a publ-tc need may in part b^^attributed to the desire 
of professionals in the field of social work d^d social welfare to define as broad and 
important a field for their work as possible. It is also true that the present category^ 
- naturally shades over into various other categories, and is in some ways interdepen- 
dent with them. 



Social Change afffd Adaptation , , - 

- More than ever before there is a need to sense,, design, experiment with, evaluate, 
advocate^ ajjd adapt to social change. Things are changing so fast that we are all 
Mp^ring from "future shock." Yet most people are dissatisfied with at least some 
of the ways in which things are currently done. Many people are dissatisfied with 
many aspects of current social arrangements and mechanisnris for the satisfaction of 
public and private nelkb^^ this situation there is a need for improving- our 
proxluctivi^y of, ^ijJ^^'*Sensitivity to, the potentials of social inventions and 
innovations. There is a need for greater flexibility in dealjing with innovations and 
change. We need ever more effective "f^^dback systems" to tell us what is working 
well and what is not and why. This means we need widespreati social ny^toring of 
a sort that can point out vyhen "the emperor has no^ clothes" (as w^s /he case with 
a recent **emperor;" we miy recall). We especially need people and froups who are 
courageous and creative enough to advocate effectively change in th/publlc interest, 
change in the direction j3f satisfying mbreiully all of the foregoing kinds of public 
needs. 

This is not to say that all social change and a^jLsocial inventions are good or in . 
the public, interest. But those changes- and inventions that. are clearly in the public 
interest ^nd that will help fulfill unmet publi^ needs should receive our whole- 
hearted support. Those pebple and groups Mio create, advocate, or implement such 
changes should be supported and respected rathei^ than^resj^^M^nrf shunned, as is 
so often the case. The doVninant organisms \?n this plarti^t are&v many measures the 
insects, and they have achieved their domirt|nce by th'^ir co[fectiv^ ability to adapt 
quickly and effectively to change ancHb avaiTablp opportumtt^s for ^rvival through 
genetic ,mutation .and rapid' breeding. Our pwn species cannot depend on rapid 
breeding and genetic mutation, yet we mti^t^ afeo adapt quickJy Uo! change and 
survival opfJortuhities if we are to make it. We.^tjfle creativity aVid Social invention 
only at* our mortal peril. * 
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'International Perspective and Relations \ ' ' 

It is increasingly a small world. What happens anywhere increasingly affects what 
happens somewhere else. - - irr T tnoiljer country or even continent'. We are increas- 
ingly dependent on. other nations an^ their people and institutions for the satisfac- 
tion of our own basic needs. There \9 no sphere of public needs that is untouched 
>y internatiphal (or at least trans natj/nal) dependencies and implications. 

Therefore, we have a pubfic need to developr mafmtain, and enhance an inter- 
national perspective on everything we do. We need to think how our own physical 
and^ mental health are linked to that of other nations, how our own economic well- 
being is internationally linked, how our own achievement of justice-security-freedom 
IS linked internationally, and so forth. Once such links have been explored,- we can 
then seek more optimum relations 'with regard to other nations, their people and 
institutions, in terms of olir attempts to deal with each of our public needs. 

To state the public need for 'international perspective and relations does not 
imply that we need either to, control or be controlled4)y^any other nation or set of 
nations. We simply need to take careful account of our international connectedness 
and act accordingly in advancing the satisfaction of all other public needs. 



. Ill ' 

VALIDITY OF THE PUBLIC NEEDS LIST 



Given the foregoing set of public needs as hypotheses or suggestions, how could 
we confirm or disconfirm their relevance and validity? There are several ways o^ 
doing 50, but one way in particular has, in our view, special validity. X 
One way would be to take an adequate poll of those persons officially involved 
in the Filer Commission, but t,he clearly unrepresentative nature of the latter group 
would render such a poll not necessarily useless (as a sample of elite opinion) 
though certainly of doubtful validity for our society as a whole. Another way 
would be to take some kind of adequate poll of organization^ institutions, and 
groups knowledgeable about (but doubtless with a special vested interest in) th$ 
various needs and values included. This approach makes no provision for objectivity^ 
and almost guarantees that any needs included will be validated by the correspon- 
ding organizations concerned with them. Th$ "deck can be stacked" against or for 
particular needs in the list being tested simply by including or excluding the 
appropriate organizations or individual representatives vfith the relevant vested 
interests. For instance, if one fafls to- poll environmental organizations about the 
public need for ecological ^balance or to poll peace organizations regarding the need 
for peace, but includes educational organizations on the subject of education and 
health organizations on the subject of health, the results are clearly biased. 

It would seem that ihe foregoing two inadequate approaches to determining 
public needs have so far been taken on the whole by the Filer Commission, using a 
more limited .list of'neecjs than the one suggested here. It is not much of an 
, improvemen,t to in^dd! tol^en IttenJJon^^t^XhlJa^^ and social 

. action/change oriented grbups, although such an action is at l|ast a step in the 
direction of broader representation of thought and values and needs. 

Another approach lb validating a list of purported public needs is to leave the 
task completely to "the experts" - economists, sociologists, psychologists, lawyers, 
. and so on. If experts can agree /which they .seldom do, of course) on the apprdpriate 
list of public needs, this will be a sufficient validation some will say. This atl^t 
has the positive, feature that "experts" are supposedly ;objective ^ and have 'In^ 
theory^' no vested, interests in particular needs or mechanisms for satisfying them. 
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But this **thepry" of objectivity is false and self-serving, ^'Experts" are people like 
anyone else and have a variety of specialized need preferences, vested interests, and 
connectioi^ with institutiorraJ mechanisms that provide rewards for cer^in kinds oT 
endeavors and punishments ,for others. VVould it be any surprise if the *'experts'V 
concluded that science and education were the foremost values, or at least of much 
greater importance than the average pers6n might think? ' ' 

This is not to say that experts in various fields have na objectivity or th^t they 
can make qo contribution to the present endeavor; far from it. We ar6 merely 
saying that experts are not representative people and have special biases and vested 
interests of their own. There are, it seems, at feast ways in which eXpeYts in the 
social sciences and pi5)fessions can make useful contrifelHions to the present problem 
of -validating a li$t of public needs. On the one hand, they can provide empirically 
grounded theories regarding the importance of cerUin public needs to our individual 
and collective welfare and quality of fife. Examples of this would be the work of 
economists on the nature of collective goods, the work of sociolo^sts.and others on 
* the components of quality of life, or the work o^ psychologists on the pattern of 
human needs and value$. On the other hand, experts can be very helpful in 
providing methods for developing lists of public needs (or their sub-components) 
*and fo> validating these lists empirically through surveys and studies of public 
preferences, attitudes, beliefs, and behavior. • 

We would argue that the Rst of public needs presented earlier draws on the 
various theories of relevant experts regarding human needs and public needs in 
particular. Naturally, it will not find general agreenrient among the experts on this 
score, since -it was created by a single person rather than through sortie kind of 
participative consensus process. But it may serve well as a starting point for future 
work, drawing on rpost major schemes regarding quality of life and .public needSv 
More comprehensive and participative public need derivation processes can be^ 
followed if enough people have the will to do so. So far this issue has. been 
generally avoided or dealt with implicitly and off-handedly by the participants in 
the Filer Commission's study process. 

But the empirical side of the present list's validity from the standpoint of experts 
remains to be tested specifically. What is needed is a representative survey of the 
opinion of the American people on the importance of the particular public need^* 
suggested, with other alternatives offered^ and write-ins allowed. Lacking either the 
funds or the time now for such a study, Ve must be content with tha knowledge 
that prior studies of representative samples jarTAmericans both nationally and in 
smaller territorial units have shown all of the listell public needs to be im'portant to 
some substantial decree. A review of recent polls /nd surveys will make this clear to 
anyone interested. (Time and fesources^^availaWe prohibit a detailed review of the 
data, here.) • 

In sum, the presently suggested li^t of public needs has some validity in terms of 
prior theoretical (conceptual) work? as well as prior empirical work of relevant 
experts in .thg social sciences and professions. But a full empirical testing of the 
specific present list against the expressed needs and values of the American people 
awaits the time when those with the resources to support such a study decide t^t> 
have it done properly. Similarly, a,m6re participative and deliberate proems of 
deijiyatibo of an al^ternative and ^^better*; list also awafts adequate financial suppprt 
ahd legitimation. In. the ^leantime, the fpresen(t(y suggested list of public needs has 
the virtue of doing greater justice to the range of human values and needs than the 
more limited and largely implicit list used by the Filer Commission. Therefof;e, we 
^all us'p the present list to critique an^ interpret wh^t has been done so hr Ky die 
Ccynmissjon, with the ultimate aim of (^ohstructive ctltlcism ln\fhe public Interest 
WJ}ethe( and to what exteqt we approadi this aim will be open tpvdiscussion apd tb 
\the judgment of anyone interested in the process. , ' - \ / 
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^llelatioo to Implicit Filer Commission Public Needs List 

It is difficult, and perhaps to some degree unfair, to speak of a 'Tiler 
Commission List of Public Needs*' for comparison with the present list, since no 
such ''officiar* list has to our knowledge been produced. But this is an important 
part of the problem we have with the Commission so far. Without such an 
"orficiar" list, an implicit and unofficial one has been used to guide research and 
the study process. We shall attempt to describe this implicit list here and then 
critique it in, terms of our list, to show what is left out and wfiat the implications 

arev ^ ' 

We have infeited the implicit Filer Commission public need list from four mam 
approaches. First, >ye examined the "subject areas" noted in the Commission 
brochure. Second, we have examined, the titles of the studies ofncially 
commissioned by the. Commission. Many of them refer to public-need areas such as 
health, education. Third, we have examined the ''categories of philanthropy" used 
in a number of the reports. Fourth, Ave have examined the internal structure and 
content of the commissioned reports on apparent public need areas. The, difficulties 
of inference are compounded by the tendency in' many cases for need areas not to 
be defined in papers, beyond a simple listing of some mechanisms for satisfaction of 
|he need plus an assumption that the common sense meaning of the need is clearly 
understood. A related difficulty is the tendency for several. Commission papers to 
confuse needs with need satisfaction mechanisms (that is, health versus hospitals, 
education versus schools) and to confuse needs With unmet needs. ^ 

Our inferred list ofrimplicit pyblic needs as so far seen by the Filer Commission 
is as follows: health, education, s^ence, religion, culture, environment* and conserva- 
tion, social welfare, public-civic affairs, and international activities. There is mention 
in a few places of communitywide activities, but these are never clearly defined 
conceptually nor is there any study paper of the Commission that deals with them 
at length, let alone exclusive^y. The category vaguely refers to needs that in our list 
are termed leisure and participation. However, the lack of detailed and intensive 
study of communitywide activities, whatever they are, le^ds us to exclude this 
category from the ''Implicit Filer Commission Public Needs List" 

There are at least three useful kinds of comparisons that can now Jje made 
between the Implicit List and our Explicit List given earlier; (1) needs included 
with similar range bf meaning, (2) needs included with broader or nan^ower range 
of meani^^g, (3) needs essentially omitted or ignored in the Implicit List. 

1. Similar needs included in both lists: There is only one need that is essen- 
tially identical in the two lists, namely, health, though even here there are several 
sub-needs in the health jptegory that recei^^e little attention in study of the health 
need. 

2. Broader/narrower needs Included in the implicit list: Many of the needs in 
the two lists appear to &e roughly similar and overlapping, yet the pertinent dif- 

-ferences in breadth are ver>^ important arfd illuminating. Suth differences amount to 
subtle ofnission and downgrading of the importance of certain need^ or sub-needs 
(mo^^e detailed ^mponent needs relevant to the broac^er need category). Let us see 
.How: j . 

The Implicit List deals with education, but little attention is give to communica- 
• tion, The latter term is included as a sub-need under, education in The Council on 
Foundations' report, and the mass media and libraries are referred to occasionally 
elsewherel But the general questions of masf medi^, publications, information 
systems, public education, propaganda, secrecy^ privacy, and access to information 
and corrimunication mechanisms/media are not dealt with adequately by the 
Commission study process. This is true both for the definition of the need, study of 
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the mechanisms for its satisfaction, and evaluation of how well the need Is met In 
^general and specifically by private philanthropy. 

The implicit List deals with science, but the related aspects of inquiry in the 
humanities are^xnisplaced in tj??. /'culture" category. This confuses the creation or 
"fenioynient of esthetic experiences with scholarship and inquiry in relation to the 
humanities and arts. The narrow definition of,"science** used also tends to ignore 
the very irriportant role of variqus kinds of pplicy analysis and interpretation of 
social, political, economic, and other issues that are needed in society and often or 
^ually performed outside the usual institutions of '^science." Hence, again, narro\V- 
ness and confusion in public-need definition tends to lead to compounded 
inadequacies of coverage when consideratfbrv Is given to need satisfaction 
mechanisms and -to how well the need is satisfied. 

The Implicit List deals with religion, but not the^elated aspects of philosophy 
and idealism. Hence, the impo/tant roles of secular popular philosophFes, ideals. 
Ideologies, and moralities are almost totally ignored. Have the Con^mission members 
never heard of The Greening of Ame/ica, The Making of a Counterculture, and 
similar books that express and analyze whole new (and largely secular) philosophies 
of life that touch or even guide the Jives of millions of youth arfd adults? Why are 
only the very established,* older religious bodies in this country examined at the 
level of need satisfaction mechanisms? Where is there any attention to newer 
organizations in this country, such as Hare Krishna, the Black' Muslims, "Jesus 
I Movement?" Narrowness of definition oHhe public need for religion leads to nar- 
rowness In consideration of mechanisms and of how well the need is met by various 
nVechanisms. 

The Implicit tjst deals with culture, but this is both too narrow and too broad, 
in different ways. As noted above, the need for inquiry into areas of the humanities 
and arts belongs in the science-inquiry category, not in culture. More importantly, 
Vse of the term "culture" or even the phrase ''arts and humanities" is both unjus- 
tifiably elitist* and^ inadequately narrow as a public need. The public need is actually 
, much broader, we argue, encompassing what some call "culture" but much more 
besides In the way of esthetic experiences (our preferred, wider term). Hence, again, 
definitional Inadequacy leads to narrowness of scope of inquiry into satisfaction 
mechanisms to meet the broader need. For instance, the whole range of folk and 
popular^ music 'or dancjng is essentially ignored, as is the relative satisfaction of 
esthetic needs by such experiences in contrast* with ballet and "serious music." If 
Uie public need for esthetic experiences is defined as'narrowjy as the term "culture'* 
usually implies, how 0n anything even, vaguely adequate be dqne by way of objec- 
tive Inquiry into the^rote of philanthropy in meeting the public need? 

The Implicit List includes iho^ public or civil affairs need, but with a very broad 
catch-all kind of definition. The Mavity-Ylvisaker paper on public affairs is perhaps 
the test paper the Commission has so faf produced in regard to defining clearly any 
of the pcjrolic needs it isf studying. They define public affairs in ternf\s of four compo- 
nent purposes (but fail to offer a conceptual, conrjotative definition of the general 
category^: (1) 'improving the processes and competence of governftient," 
(2) 'Tielpmg to define and clarify public issues,"* (3> "helping to ensure the rights 
participation in ^vernment an^soaety of ail members of the public,". and 
vv 'Improving the responsiveness bfxt^rivate sector td public neells." The^e are 
^ all very important purposes or sub-needs. Howew:, they hang together in only the 
/ loosest sence. In our.tferms, purpose 1 is a basic part of both the participation need 
and the social chaft^i need; It 'serves both, but exhausts neither category. 
^ Purppse^ 2 is a critical ^(aect of socially relevant science andlnquiry. Purpose 3 is 
aipect of our justice^ category, and purpose 4 is pSrt of both social change Snd 
/ iustice ("In the public interest"). , ' 

" The major Inadequacy of having a catclj-ajl public affairs category of public need 
(aside from- Its Intrinsic looseness and lack 'of a conceptual and functional defini- 
ilon^-'^one tha^ would tell us why a certain four component purposes and only 
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these purposes have been included) is that it gives the impression of dealing squarely 
wjth the critical social issues, needs, and. values of our time without really dqing 
them justice. In doing so, it deflects our (and the Commission's) ^attention from the 
more critical artd broader underlying public needs for participation, science and 
inquiry applied to social and public issues, justice in its fullest sense of protection 
civil liberties and equal rights, and social change applied to ail our institutions 
inso^'ar as they fail to serve public^needs adquately. 

In short, the public affairs tategory of public need (as Mavity-Ylvisajser define it) 
is far, far better than nothing on the corresponding underlying pubKjT needs in the 
Explicit List, but fails to go far enough to do them justice. Mavity and Ylvis^ker are 
to be commendecMbf 'tackfjng these issues at all in the Commission' study process, 
for highlighting the fact that only a few years ago did philanthropy in the 
embodiment of foundations and major giving even begin to use a public affairs 
category in their reporting. , j 

Nevertheless, the limitations in^definition of the public affairs need category lead 
to problems in reviewing all relevant satisfactic^i mechanisms and Jn determining 
how J^ell they do their "work. These problems of definition markedly affect the 
abiliTty we have to assess the role of philanthropy in these areas, for instance. 

The Carey paper on ''Philanthropy and the Powerless" is another important 
attempt to deal with the public affairs need. There the problem is still that several 
different public-need elements. are being put together into a catch-all ''common 
sense" category that approaches but doe not quite face the key underlying needs. 
The powerless and disadvantaged are in general those people who receive the least 
satisfaction of any needs and" have most of their public needs unmet. It is 
important to point this out and to describe how some philanthropic groups have 
tried to deal with different unmet (public)* needs of the powerless, as Carey does. 
But we argue that the underlying public need for justice (especially equity and 
equal rights and opportunities), economic well-being, participation, peace and social 
integration (the latter particularly), and social change must be dealt with in their 
own right. Then one can look carefully and comprehensively at their corresponding 
need satisfaction mechanisms, and examine haw well each needls met for different^ 
population segments (especially the powerless and disadvantaged) by the existing'' 
mechanisms, including philanthropy broadly defined. In sum, the Carey paper, while 
extremely helpful in representing" the giving of philanthropic money to the "have 
nots," also .does not adquately come^to grips with or define the public affairs need 
or the other, more basic underlying needs it touches on from the Explicit List. 

The Implicit List deals with environment (Tnd conservation; but does not pay 
adequate attention to the correlative essential aspect of ecological -balance. Works 
like 'The Limits To Growth" make it clear that we must completely rethink our 
" approaches to resource and energy use, recycling, and ^^onomic growth. Dealing 
with these issues in theory or practice wi(l necessarily seem very threatening to 
many Xommission members and millions of other people who represent ihstitutions 
Wth vested interests in the theory and practice of "unlimited economic growth/ 
But this IS no e^use to neglect the ecological balance aspect of the public need in 
regard to the environment. Like most foundations, the Filer Commission apparently 
prefers ,to focus on the safer conservation aspects of the environmental need, while 
downplaying the ecological balance^ and (to some extent) the environroental 
advocacy aspects. As usual, this narrowness of definition has seriouj biasing effects 
on the scope of inquiry into need satisfaction mechanisms and how well the need is 
met, highlighting the role of philanthropy." 

The Implicit List deals with social welfare, but defines it entirely too vaguely and 
broadly. Li|^e public affairs^ the social welfare category is very much a catch-all for 
the Commission papers, defined more by listing, components than by a conceptual 
statement of how or why these particular component^ are or, should be included. 
Hence, there ^re some basic public needs that are doWnplayed as mere components 
^ f the vague social welfare category when they.jeally deserve independent and 
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primary attention on their own. This is particularly fr.ue for the Explicit List public 
needs that we term- economic well-being, justice, leisure and recreation/relaxatioti, 

-ancJ emotional expression/interpersonal r^ations - all of which tend to be included 
m pat;t.^mere components of social welfare. 

Su^ztl approach is unjustifiable. It obscure^^the critKal underlying needs and 
their importance in their own right It is equivalent to a map of the U S that 
dernarcates^two areas only - your own state and '*the rest of the U.S." ~ instead 
of niapping ^11 the states. There are the usual implications for inadequate subsequent 
attention to mechanisms and satisfaction levels in the realm of social welfare The 
lack of a clear conceptual definition of the central core of the social welfare need 

, also* means that this part will only be incompletely stuilied. 

The Implicit List deals with international activities, but with inadequate attention 
to the fact that there <:an Ije and are International aspects of all the other putjiic 
needs. The Filer Commission paper on international activities (by Yarmolinsky) 

-makes only a very weak attempt in the direction of the necessary broad definition 
of this category. As a result, the scope of concern for relevant need satisfaction 
mechanisms is very narrow, and there is little or no attention to how well the range 
of mechanisms meets the^range of component sub-needs. To give a glaring example 
there is essentially no attention at all by Yarmolinsky to international activities in 
regard to peace and social integration (and the corresponding institutional 
mechanisms of transnational cultural exchange). ^ i 

3 Needs neglected or ignored by implicit list: Th^re are seven major public 
needs in our Explicit List that are either neglected or ignored entirely by the- Filer 
Commission Implicit List. The most, that can- be said for the Filer Commission 
approach in these realms is that fragfiients of some of them receive some significant 
attention in the papers on. public -affairs and on th^ powerless, and to a lesser extent 
in some papers dealing with social welfare. This level of attention is quite inad- 
equate, however promising a start. 

The Filer Commission Implicit List of public needs does not d^al , adequately 
with the vital needs for economic well-being; for justice, security^^^'and freedom; for ^ 
peace and stcial integration;^ for leisure and ricreation /relaxation; for emotional 
expression and interpersonal relations; for participation, involvement, efficacy, and 
power; and for social change and adaptation. - - 

This neglect has very serious implications for the validity of the whole Filer 
Commission enterprise. It suggests the possibility of deep-seated ^nd systematic 
biases on the part of the Commission itself, its advisors and staff. It implies clearly 
that 40 the Commission, these needs are not public needs of widespread importance ' 
This 'Commission stance may be a result either of their being out of touch*with^ 
current realities or •of their desire to avoid focusing on potentially '^hot*'- Or ' 
•touch/* subjects, or both. ^ v " * '-f^** 

Whatever the origins of their earlier neglect; trtHfttajTiission'mu-st now comlMf 
grips dfrectly and inrdepth with these neglected publi^eeds if^t^.^\erall cortcfl^V 
sions ,and recommendations are to be credible and valid. ExF^nded^ attention mult" ' 
be sifnilarly giveri to the narrowly defined needs. The results of further wori-on 
these neglected needs must be factored irt at all levels to the fihal report, cohclu- 
sions, and recommendations. , • - ' 

Relation to Filer Commission Final Report .and Recommendations • 

If the foregoing is ho\ enough to suggest bias and the need for filling in 
numerous gaps, a glance at the final report outline and content supplies additional 
confirmation. Al/ focus on public needs/priorities and all focus on th^ evaluation of ' 
how^well these are me{ by philanthropy seem to have vahished. The focus is almost 
eJtelu^Vely on the mechanisms or institutions for need satisfaction,' specifically on 
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the philant-hropic sector. This approach assumes implicity that current philanthropic 
activities in general address.// public needs adquately with proper relative priont.es 
among them so that all people are optimally satisfied, t assumes that the only 
problem is to "oil" the syrtenrrB'it to make it do more of the same. 

Such an approach is clearly inadequate. The final recommendations must deaL 
explicitly and expertly with the full set of public needs, not )ust the limited 
Implicit List. Now the report deals with neither list of ncpds. In dealing with public 
needs, the final report must clearly define a -full and acTequate list of public needs 
discussing their derivation and importance. It must deal with the relative priorities 
Tong and within these broad, need categories, paying attention to ^^}^f^^^- 
denci^ among various needs (or need sub-components), so that optimal satisfaction 
of the whole set of public needs can be sought. ., u . u f,.iiit,t<.c 

We would now define "the public interest" in general as that which facilitates 
realizing optimal satisfaction of an adequate set of interdependent public nee^ls. 
Thus working to accomplish ?ny single or small^number of public needs to the 
nedei;t of other basic public needs is.flot.in the public interest (for Example, over- 
emphasizing environmental concerns tolhe neglect of economic well-being - or vice 
versa). The final report of the Commission pays no attention at all^sently, to this, 
crucial matter of optimizing the realization of a whole set of ofterTconflicting, and 
nearly always interdependent, public needs. . , a \,. i,ropr 

Thus by the definition stated above, the present Commission report and its larger 
enterprise is not really in the public interest until and unless it takes proper account 
of a b oader and more complete list of gublic needs, their interrelationships,, and 
LI reSnships to need satisfaction nilchanisms and the actual satisfaction of 
people in general. At present, the focus is only on certain public needs, not m inter- 
?elation to each other and not in clear relation to all relevant types of need satisfac- 
tion mechanisms nor in relation to how welLthese needs are satisfied by the various 
mechanisms including philanthropy of all kinds. • 

We ho^^ situation will be remedied in the publfc |nterest prior to issuance of 
the Commission's final report and prior to the termination of the underlying stMd^ 
process. Failure to do'so can l^e interpreted as biased and self-serving. 
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PHILANTHROPY AND THE POWERLESS ^ 

Sirah C. Carey ^ 

"Not enough* foundations are close enpugh to the critical and fundamental issues^f 
our society, not aggressively active enough on them, too distant from the controversies 
that pervade our public discourse, not political enough^ if you v^ill. When youth " 
organized to get out the vote the mod«st funds they needed v^ere hard to get Tenants 
organizing to get decent housing, likev^ise. Innumerable organizations representing the 
efforts of the least povi^erful in our society attempting to enhance their_capacity-to 
bargain on less unequal terms in situations that require give and take look in vain to 
foundations^for^significant help.** (Remarks of David R. Hunter, April 22, 1975, 26th 
Annual Conference, Council on Foundations) | 

"It is our belief that the primary value of foundations is to4felp keep alive and vibrant 
^ciety's supply of initiatives for desirable social change. When foundations do not do 
this, they do not do their job, and they lose thereby tl\eir social utility. They exist to 
experiment, to innovate, to critique, to aid the pov^erhess, and thus necessarily to 
•mvolve themselves in social tension." (Field Foundation Report, 1968-1969) 

"Foundatioa money is public money, temporarily at the discretion of semi-public 
trustees or (directors. It can be seen as a small nfeans of redressing the v^oeful maldistri- 
bution of U.S. wealth (especially v/hen foundation money is supplemented by personal 
funds)." (DJB RepQrt, 1975)" . , ^ 

"There is value in a foundation that responds to the' felt needs of comrhunities, invest- "^^ c^ 
ing in other people's sense of priorities and ideas rather than something v^e might 
invent and initiate ourselves." (Wieboldt Foundation Report, 1973) t 

; "In 1970, after 25 years of support for the humamties, the Foundation, in the v^ords 
of an advisor to the Foundatibn, dedicated its, resources to 'loosening the grip the 
inhumanities have held us in.' " (John Hay Whitney Foundation Report, 1973) 

"Haymarket's primary goal has begun to be realized - to get badly needed money to " 
grass roots groups working for broad-based social change, particularly to those groups * 
that either because of low visibility or activist politics would never hope^to receive 
funding from individuals or any other kind of foundation. On the one hand, it is' 
certain that, if Haymarket did not exist, ^the groups and projects would survive. Their 
work would go on. The. movement Tor social change won't stop because wealthy 
people do not support it. But we can't be too cynical about our money. Ir can help 
^ tremendously it can make a difference." (Haymarket Foundation Report, 1974) 

^ \ Introduction ^ 

This paper was commissioned by the Filer Commission to .examine the role of 
^phijanthropy in rega/d 16 vthe powerless." The term powerless was not defined by 
the Commission but was suggestive of minority groups, the poor, and others who are , 
'considered the "ouu" in American society. That definhit^h was subsequently refined 
to include the following: 

Racial and cultural minorities (at certain times and under certain circumstances); 
individuals who are institutionalized, are wards of the st^te (including children * 

CUdouhas and Brashares, Washington, D.C. 
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in certain instances and the.inentally ill); individuals who have been or are being 
abused by the state, such as prisoners and victims of official repress on. the _ 
economically disadvantaged (including the ^hungry, welfare recipnents he 
Dc2)r " migrant laborers)] and individuals Who should have access to pol tica 
participation but whose participation is denied by the corruption or rigidity of 
the institutions they are trying to affect. 

A more simple definition might be those who are trying to change the status quo in 

^Thf ilrSrS'formed the basis for,the paper was;gathered through t^. 
distribution of questionnaires to and the collection of reports from a select group of 
foundations (those that consider themselves "activist" as well as a number of the 
5r foundations); the distribution of a similar questionn^^ire to a select group of 
grfntees each of which works with one or more of ^he groups encompassed in the 
defSon of powerless; interviews with a large number of additional people familiar 
t i churches, the corporate world,' foundations, the United Way orgamzation, 
social action groups, individual donors, and the world of philanthropy generally. 

Despite extensiv^ efforU to uncover hard data, there is virtually no way of measur- 
ing with any accuracy the volume or the quality of philanthropic giving to the power- 
-tess Methods of reporting and characterizations of grants var^mong and within the 
variou-s4nor groups; soitie provide detailed reports while others use a broad brushf 
LTtating Jheir goaU and the grants made to achieve them. Consequently the con- 
clusions stateJ in this paper afe highly impressionistic and cannot be broken down 
S stJtSor even roughly quantifiable analyses. The overwhelming^impression, 
LowevS is Lt those who%omprise the powerless segment o J^c-ety^^^^^^^ °"'V 
what one grantee describes as "the breadcrumbs from the table of ^ilanthbpy . 

The Peterson Commission in 1970 made a random samf^mg of foundation (in- 
cluding corporate foundation) grants to a number of categories 'considered contro- 
versial or falling within the definition of powerless. Typical results were as follows. 

Purpose • 5^°*^,. 

Foundation Grants 

Voter registration and voter educaUon 0. 1% 

Studies of subjects "diiecUy relateS to public poUcy 
issues and for dissemination of such studies to the 
" general public by publication or discussion U-J ^^ 

Community or neighborhood organizing of an 
ethnic, ghetto', or impoverished group ' 
Urban youth groups (including gangs) 1-3 
Student organizations 
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ADoroaching the/problem from a different angle, that is from the broad subject 
mafter' rather Ln th, type of activity supported a ^f,^l%'^::'''^SXXZl 
recently' reported that of 18,700 grants with a value of $1.6 billion made by tounda 
nions n 1 972 and 1 973, onl^ .7 percent of the total (87 grants totaling $1 1 ^ mil ion) 
wen I queltions of political and government reform, and even less 3 of the 

Total (34 grants totaling $5.3 million), went to projects dealing with «o"0'I''«- . 

Rewrdless of how the pie is sUcfidr-^re is no question that grants made directly 
for S change or to ass^t thf^^ess are, dwarfed by the massr^e philanthropic 
onSutions made annually in support of educatiorf, ' ^^,f„^,.;;7andi 

the like.V\nd within the philanthropic community, there is only a handful of fo""da 
tions and church groups - and even fewer corporate donors - that entertain grants 
from powedesf or !h.at,devote all or asubstantlal portion of tl^U^t funds o 
the groups that fall within the definitioi^ith major exceptions,>pas The Ford 
FouSdaS the Carnegie Corporation, and a fewothers, those donors^at do suppo t 
the powerless are genefally small in terms of staff and assets, maintain a low profile. 



and are virt^ually unknown to the broad public, the Congress, and the more articulate 
critics of phitenthropy.' (See Appendix for a Jist of the more '^activist" foundations.) 

This paper does not 4ttempt to explore the motivations of phil^thropoids to 
determine why they do not address the needs of the powerless in any significant way. 
The Commission has dealt with these questions through a number of other channels. 
Some df the reasons that have been-su^ested are the ^'establishment" nature of the ^ 
self-appointed membership of most foundation boards, refying heavily on business 
leaders, lawyers, financiers, and other professionals and excluding representatives of 
powerless groups; the makeup of foundation staff which, quite naturally, reflects the 
image of ^e board members; the **high libefal style" in which some foundation per- ^ 
sonnel carry out their duties wilti its elitisl, anti-demoijratic overtones; and the 
restraints of the Tax Reform Act pf 1969 on political activism by grantees. A more 
, fundamental rationale may be* that articulated in a. newsletter of th^ Haymarket 
Foundation; . r ^ . 

* Time and again history has shown that the agents of change are ultimately these 
people in who6e interest is the change . . ..(But) the people in power have riever 
given p^j(|r*away. Women were not given the vote, they won it for themselves. 
Lincoln diS not free the slaves, the^slaves ran away and freed themselves. Revo- 
lutions have not been acts of the ruling classes but struggles of the pooj^and 
oppressed against those who hold power. 

This may be stretching it a hit. Many"of the grantees in the powerjess group who have* 
besen turned down by philan^ropic donors because of Iheir unorthodoxy are simply 
people seeking to enforce their rights who are by no means radical or revolutionaries. 

The basic fact then fs^that philanthropy generally is not interested in supportbg 
social activism or the interests pf the powerless except, to a limited extent, through * 
established institutions. Against that larger fact, this paper examines a number of 
.etomples or case histories where the very small level of funding thatli^s been ad- ^ 
dressed to these areas has had a substantial impact. In many ways, it is a detailed 
examination- of the needle in the haystack. 

Before looking at the grants and case histories themselves, it }s useful first to 
consider some of. the* innovative practices and characteristics of donors that haVe 
recently emerged that promise to make them more responsive to the poor. If these 
trends continue, it is likely that grants t6 the powerless over the next few years wjll 
increase rather than decrease'. . ^ ^ 

, New Trends in Giving to the Powerless > 

The general litany of complaints against philanthropic givers (particularly founda- 
. tions) by would-be ^antees among the\.powerless^includ^es the following, at a mini- 
mum: they have become permanent bureaucracies with high overhead whose well*paid ^ 
staffs attempt to impose their ideas of what the problems are and how they should 
be -solved on the grantee; their approach is intellectual and overly academic, lacking 
in understanding of how'ceal change is made; they have the intellectual's discomfort 
with the complicated machinery of democracy and particularly with the legislative ancf 
politicahprocesses^ (as one grantfe put it, they have alyut as much faith in demoyr«tf^ 
as Richard Nixon had); they are faddist and won't stick with the tough ongoing issues 
that plague the society; they measure prbgress and ,sdccess by newspaper stories, 
sometinries creating, issues through grantee that manipulate the press and believing, 
them ^ved simply because they have become the ^bject 6f public debate; they 
spend all their time talking to each other and are unwilling to op incapable of reaching 
out to varied groups in the society, thereby denying access to their benefits to sfctiv- 
ists, community groups, and-others (one grantee said that there is an old-boy network 
of donors and donees; if .you get in with one member of the foundation^club, you 
suddenly , have access to all 17 of those who entertain grants from the powerless); 
thev are not open and forthright in informing the public ^bout their programs, eligi- 
PPiT^4r grants, md expected performance levels>they are unwilling to stick with 

yilL > 150 ^ ^ 



1112 

grantees or would-be gl^ntees to provide them technical assistance in developing theff 
programs, the'sanf^e way. they woul^i for a university or me(;iical institution; they 
jmpose structural requirements on grantees such as a 501 (c) (3) organization or a big- 
name, board of directors that must include a Republican one year and a union'leader 
the next; and finally, philanthropic donors refuse! to give funds to groups that lobby 
or engage in political activity. " ' ^^S^a*' 

The broadsides included in the litany oT complaints apply to some donors at some 
times. As this paper reflects, foundations, cji)rporations, churches, and other donors 
are highly varied and it is a great mistake to treat any one category as monolithic. 
Further, many giving institutions ^re in the process of change; criticisms that might 
have been valid a few years ago have become less so. And new giving entities have 
appeared on the scene thaf have deliberately' attempted to overcome the deficiencies 
complained of in'the past. The following are some examples: 

• A number of small foundations have decided to spend capit^il, to the extent of 
shortening 'their existencer^As the DJB final report pt^t: "We decided to spend 
capital;.as well as income to use up all the money within ten years. But the problems 
and needs*of our constituency caused us to speed up the schedule, and DJB ceased 
operations at the end of 1974.'* The Laras Fund in California also went out of 

• business (\rt 1975) for the same- reasons, and other'experimental foundations are 
committedjto a limited life span. 

• A broad range of foundations has become at least verbally committed to the propo- 
sition that the poor, minorities, and others must be given the assistance needed 
to organize themselves but then must be free to run their own programs addressed 
to. goals they have defined. This is particularly true of church donors and of the 

.small foundations such as Wieboldt (see quote, p. llOft), the Cummms Engine 
Corporation, the Field Foundation, the Rosenberg Foundation, and others. The 
large foundations, such as Ford, Carnegie, RBF, and KellogI, have come a long 

. way in this respect in recent years, but partially because of the size of their grants 
ana the management burden they impose, these foundations tend to* favor grants 
to attorneys and.other middlemen over direct grants to powerless groups. 

• The acadehiic bent of some donors (the foundations in particuliir) has reflected 
itself in vast expenditures to new entities (generally created in the foundation's 

• own image, replete with big boards, high overhead, and well-paid program offi- 
cers) desig:ned to deal with broad, rather ill-defined problems: the urban crisis; 
the crime problem or the criminal justice system; drug abuse in all of its manifesta- 
tions; the problems of Black leadership, to list a few. These organizations have 
produced few if any concrete results ^and less actual change. On a straight cost- 
effecth^e basis, the programs that have produced results appear to be thosd that 
have supported a leader, a movement - an organization with a real constituency 
willing to push for tThe enforcement of rights or the betterment of living conditions. 
Again, the churches and smaller foundations give freely to the activist groups; the 
corporations and larger foundations generally do not. 

• The problem of faddi^gi remains, but juxtaposed against its manifestations are 
the performance of a growing number of foundations that have chosen to stand 

• by an issue or a place. Community foundations have a sfrong track record of 
jst;ickjng-.with the' sometimes intractable problems of their cities; foundations like 
Phelps-Stokes or Akbar have chosen to give primarily to groups such as Indians 
and Chicanos, long neglected by other givers; the Field Foundation considers its 
greatest contribution its decade-long assistance to programs in the stat^ of- Missis- 
sippi; and the E^ckefeller foundations have stubbornly supported rural program> 

^ when everyone else was worrying about the cities. 
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The limitdtions on access to donors are being eroded, too. A generation of new 
foundatibns, many based on the funds of rich young people, are deliberately limit- 
ing their grants to the powerless, to! !*third world" groups, or to thofe who are 
considered too controversial by most grantors. b)B took this position several 
years ago. New foundations with similar goals include the Third World Fund, the 
Peoples' Fiwid,«4Haymarket, and the Vanguard Fund."* Such foundations, as welUs 
funds like the Twenty-First Century Fund that is Black-run and gives only to Black- 
run projects, are currently very small; eventually, they may grow and represent a 
wholS *area.of foundation specialty ' similar to the health, education, or science 
focus of the old-line foundations. Structurally, tKese foundations offer an oppor- 
"tunity to those who want to channel their funds to social change to do so through 
■ an organization that serves as their broker. Another kind of broker that has ex- ' 
panded the outreach of foundations and the access of powerless grant-seekers is. 
The Youth Project (see p. 1151), Through a small staff of community organizers 
and ybung people, the Project helps large foundations and other donors identify 
communfty-based reform efforts around the country. Finally, some foundations , 
are improving their outreach through ''fellowship" programs, such as those run by 
the John Hay, Whitney Foundation and the Southern Education Foundation, Inc. 
The alumni of these pro-ams stav^in touch with the foundation servicing as its 
**eyes and ears" in the grantee community. ^ 

All donors issue some kind of 7eR.ort listing the lev^ tf their giving and^reporting 
on assets and expenditures. Some publish mandates, by-laws, and statements of 
purpose. As a general rde of thumb, it is^possible to discern from these reports 
the amount of each grant and the gen^raTsubject matter to which it was directed. 
It is, however, impossible to gain^^any sense of what was actually accomplished or 
to cumulate data. Recently^some foundations, have gone further, assessing IfTe 
accomplishments (of grantees) and identifying the individuals who achieved therh. 
Particularly noteworthy'in this regard are the report^ of the John Hay \Vhitney 
Foundation* and those of the Field Foundation. The former are highly specific in 
terms of what was achieved; the latter take a more historical approach, tracing the 
movements and campaigns to which the foundation contributed and often juxta- 
posing them against larger national developments. These ire isolated efforts. What 
is needed is some Kind of uniformity of reporting combined with elements o^ 
introspection and self-assessment. ^ V 

• In the beginning yeaXs of assistance to the powerless, in addition to the prpblems 
mat arose in obtaining an initial grant, many community and social organizations 
/complained thai they Were idft on their own after the grant was made and there 
/was no ongoing support from the foundation. This situation has changed. The 
Ford Foundation, for example, provides planning and technical support to its 
community development corporations, to Chicano and Alaskan native gro\jps,and 
to many of its other grantees that fall within the definition of pc^mkss. In some 
cases, the foundation creates a special umbrella organization tiiat bey)mes the 
source of assistancp; in oXj^ers it funds experts directly to assist local gmtees.The 
level of aid may Hot yet reafch the management, planning, and other a^tance that ^ 
the foundation provides to its grantees in the field^of education,, fSr jxample, but 
It is nonetheless substantial. Corporate givers have recently initiated executive loan 
plans whereby middle- and upper-level manfigement executives are loaned to com- 
munity deyelopm^ent programs, to' fund-raising drives for Black colleges,, and , to. / 
other groups among ^fe'^powerless that cofjld benefit from their fiscal and manage- 
ment expertise. In 1970 the John Hay IWiitney Foundation made an express com- ^ , 
mitment to stand by its grantees even after the formal period of the project ends. " 
As the Whitney board put it: "Once the Foundation chooses the people, the 
problems, and the projects, it takes on a greater responsibility -to help the project 

ng the specific improvements they seek.*' The > 
ongoing commitment to assist those who have 



oarticipants to succeed in achieving 
rnn^ Project, similarly, makes an on 



been its grantees. Other foundations - formally or informally - are taking similar 
positions, and some are considering the appropriateness otthe fou«datK)n speaking 
-out and taking stands on the issues to which the work of its grantees is directed. 

• Most donors continue to impose structural requirements on grantees, insisting on 
tax-exempt status and oh-a, prestigous^rd of directors. Convincing the _big 
foundations that a prestigous lawyer or businessman a,dds little to the effective- 
ness of a social change organization (other than to impress the grantor itself) is a 
problem that has not yet been solved. A number of foundations and church ^ps 

> Kowever are willing to exercise fiscal accountability on behalf of grantees « to 

* support 'groups whose policy-making boards are composed of their own peers artd 

- not "safe" or "distinguished" individuals. If more dohors become willing to accept ^ 
such responsibility - or to rely on intermediaries such as The Youth froiect that 
are able to do so - the likelihood of community groups surviving through the ditti- 
cult sUrt-up phase will be greatly increased. 

• Lobbying and representir»c,special intere^s is the bread and butter of policy making 
^ in this country. Basiclocial change can only occur in that context. However, ttie 

terms of the Tax Reform Act of 196^ have prevented most philanthropic doTiors 
from supporting this t«pe of activity 'even when it is on^behalf of the powerless. 
A few donors make such grants surreptitiously. Most bend over backwards over- 
reaching to "abide" by the spirit and the letter of the law and invoking the law as 
an excuse for inaction. There is a uniform sentiment among grantees that this law 
must be reexamined so "that only situations that pose real dangers are barred (such 
as The Ford Foundation or -other giant donor supporting a political campaign or^ 
issuing grants to an organization without a valid constituency to lobby vigorously 
and without 'disclosure for a small group of individuals). The only promising de- 
velopment in this regard is the tendency of a number of organizations to seek tund- 
ing through membership drives which enable them to use^beit^ jrioney as they see- 
' fit (see p. ll 19 on the Movement for Economic Justice). y 

Philanthropic Assistance to the Powerless; What Tactics Work * , 

This paRer%hows, in somewhat impressionistic fashion, that donor* - whether 
X corporations, foundations, or churches - have over the past decade attempted to re- 
Wise their giving programs to meet the needs of t|ie di^dvantaged and the powerless. 
1asor in\tan?es, Ihi^ Ka.taken the form of a pledge to.uppoft a society fhaf pro- ; 
tects the basic rights of individuals of all racial groups; in others it has resulted m 
• reexamination of the donor's program mandate (for example in educatiorj from the 
pefspectiye of its impact, director indirect, on the disadvantaged; m still others, it 
has resulted in a complete reorientation of the donor or the creation of a new entity- 
affiliated with iUo focus exclusively,(3n the needs of the powerless.^ 

Many 6f thj experiments and approaches launched by the phiranthropic com- 
munity have beelvwastefuUand have produ^ad few if any results. But initial ProgfSnis 
such as funding y^u^h gangs, suppbrtin/sTnsitivity traimng (touchy-fee ly session , 
for corporate -executives and ghetto leaders, and setting up mirti-city halls without 
reorganizing local governmental functfons have given way to ^ore ^^^'ous Ouestioning 
and experimentation. The results of this morf serious^effort are not yel 'n. Uolike 
firants to support a symphony, to fund scientific research, to make analyses of social 
■ fnd economic behavior, there are feW models and few proven "or^accepted answers . 
- in the .field of social justice and change. And the basic reality >"emairirthat in the 
' final analysis it is the elected representatives- of the pe6ple who must shape the para- 
meters of "the fair society" and. the executive and the, judiciary who iflust carry it 
. out - with, of cpurse, the cooperation and commitment of the priv^e sector. ■ 
The primary requisite for success in programs for the powerless (as in any other 
"ea) has been the presence of leadership; commitment, and" tf'ent among the power- 
rn?r>-ss themselves. (In some cases. Such as children, the mentally retarded, and others 
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for whom the state acts aV guardiah, their spokesmen have had these traits.) 
tactics that have brought success have varied but , ^11 have involved public educ4tjw 
and public acceptance. In many Insta^ices, presenting a fully documented cas^Ws 
been the key factor. The Southern Regional Council and its Voter Education Priject 
did this for the Congres$^in gaining federal assistance to protect and enlarge the fran- 
chise for Blacks. Smajler projects, suc1i as those funded by church groups in Alabama 
and The Youth ^Project in Mississippi, have researched the facts and presented the 
data needed to'cdrn^l local governments to provide public services in minority com- 
munities that are eqSal to those provided in white communities. The many projects 
that now exist to "monitor" governmental agencies to make certain that they comply 
with their tJegislative mandates accomplish the same thing, whether in regard to food 
programs, education programs, law enforcement assistance, or revenue-sharing grants. 
The repprts issued by the monitors insure adherence to the law and i.i some instances 
have led the legislature to correct deficiencies in the law. 

In other instances, resort tp legal actions in the courts |({as been the key to success. 
Qenerally, 'however) court actions in a vacuum - without public education and with- 
out an active constituency to pursue the victory - have been hoWqw. Examples where 
court action was both necessary and successful include the voter reapportionment 
cases and the cases removing unconstitutioigl barriers t© the (ight to vote; cases en- 
forflihg the ri^ts of previously neglected minorities such as the litigation defining 
the rights of Indian tribes; and cases jchj^enging abuses in the criminal justice system 
(for example, all white juries) or iri tJpjTstate systems for caring for the mentally re- 
tarded. JT 

Sometimes, the provision of expertise or technical assistance has made the differ- 
ence. Education and enroriment assistance to poor people have greatly 'expanded 
partidipation in the federal w.elfare and food programs. Corporate and foundation 
assistance to cpmmunity groups have created a variety of new minority-run'business 
enteri^ses. Technical '^assistance to Alaskan Indtans, Eskimos, and Aleuts is helping y--- 
them to reorganize their local governments to maximize the community development/ 
poteruial created by the Alaskan Natives Claim Act. (And aid to the Chicanos in^ 
Crystal City, Texas, Is helping them to translate victory at the polls intp improve- 
ments in theperformance of city agencies.) 

W^fevhinstances, the. creation of an experimental model has led the way to gov- 

^ ernment assumption of the program* concept or to replication of the mqdel in other 
locales. The classic example in this regard js Jhe Ford ' Foundation's '"grey areas 
project'^ |hat,paved the way for the OEO <^)mmunity action agencies and community 
development corporations. (Unfortunately, this victory has been somewhat dimmed^,^ ' 
by the Congress' subsecjuent abarfdonment of key|elements of the poverty program^ ^"^j 

'Other examples i^jclude the corporate ^nd fouiWaiiefr^upported alternative schools. ^ 
anid* "accountability programs that have been-adopted by a number of school sys- 
tems around the country. • ^ ^ < 
^ EjCampl6s'of many of these tactics and programs are described' beloW, The first 
two chapters deal vyith assistance to the poor and aid to rftinority'and ethnic groups. 
The fatter fgcpses on grants to Mexican-Americans and Indians^ rather*than looking 
at the Black experience or at other ethnic groups. This was»done because the level 
of giving to these two groups has been smaller than to Blacks and is telescoped over a 

^ shorter period of time. In both chapters, case histories are selected to illustrate the 
kinds of programs that have been effective; there is no effort to deal^comprehensively ^ 
with the full range of programs funded in each category. The third chapter examines 

•some of the philanthropic grants to enlarge political participation and to facilitate: « . * 
reform of governmerftal institutions, wiih special attention to thd voting rights and 
school finance reform efforts. The ^fourth chapter discusses grant prqgrams directe'd 
at rigid institutions that have Jost the capacity to assist or respond to their constitu- 

^ents or icitend^d beneficiaries. The fifth chapter takes a special look^at church and 
^ corporate giving, two categories of philanthropy that have undergone major changes 
in recent years in regard to the powerless. The sixth, chapter describes The Youth 
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Project as a new structure for giving to 'the powerless, and the last chapter makes a 
^ number of recornmendations^ ^ ' 



^ CHANGING THE ECONOMIC PLIGHT OF THE POOR 

Philanthropic assistance to alleviate poverty has '"^'"f 

St"iSd?srser;s\^^^^^^^^^^ 

'Sm - sS°Vup grants to Lmmu-ity-based service organizations to P^.^- he^i^l^ 
Se couSng, educational, ancJotlier services to the poor; grants help Uie 
nS devdop !h ir own economic institutions, whether <^00P^;^^^^«'l^°"irn2 
dSopment corporations or other commercial entities; grants *2\^"f^f .^l^e poor 
?n nhSe S ''due" under federal and state^id programs through legal and 
othSScrt ctics Including ''monitoring'^ff public programs or the ™ 
onnvSga^ive report's; and grants for community organizing to enable the poor to 

"feSsotphiS^^^ has for the most part been on pubUc 

ai^^L raSie° than on private industry. As indicated in other sections of this paper, 
SerSI^een few phHanthropically supported programs that have promoted IOn|- 

limlSdV^ort^term philaathropic support and have been larply abandoned _ 

The results of philanthropic poverty programs are difficult to measure •he>-^nave 

private leadership to assume theiriDroper advocacy programs 

Thp fnllnwine sect oFi examines two philantnropicaiiy lunuea duvuv-avy k & 
I hJif hp poor that haVe produced measurable results on the nationa level. 
?h NationJ Welfare Rights OrgaS zation and the efforts of several organizations to 
the National Welfare K gnts Yu! "useauent section deals with some of the economic 
ZXS';.:,^^^^^^^^^^^^ ^hathave been launched with philan- 

*X ^&^^o:X'p^^^ have.produced s^me remarkable gains; 
it must be kept in mind Li they have operated in a rather bleak context. 
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The nation has not yet beeni^^'illing to commit itself to guaranteeing a decent standard 5, 
of living for all citizens;* ° absent such a commitment, the only alternative has been 
to tinker with the kinds of support that are provided to make them fairer or more 
* effective and to prevent them from being denied to those who ar^e entitled to them. 



j Advocacy for the Poor * 

] The Welfare Rights Movejnent 

In 1960 the federal program for aid to families with dependent chil(Jren was 24 
years old and had reached a $961.7 million level annually. The legal framework for 
the system involved annual federal grants to' 50 state agencies, each of^ which had^ 
been created along the same model to meet federal statutory requirements and to^ 
enable the states to participate in the national program. This meant that the'Syste^ 
was regulated by both state and federal statute? with accompanying regulations and 
depended on funding from both levels of government. Both levels of bureaucracy 
had become fairly rigid and often statutory mandates were ignored; in other cases 
administrative interpretations of those mandates had resulted irt'arbitJ&ry and unfair 
'treatjnent, In some respects, the laws themselves were outdated. .Whatever the^eause, 
the system in many^ ways treated its intended beneficiaries in an arbitl-afy ^^hJon, 
barely meeting their material needs and largely ignoring their hurn^o needs, Many, 
, individuals entitled to welfare were not receiving benefits. - ^-^.^ . . . . 

Th# federal .poverty program of the mid-1960s ^ve poor people tnclading wel- 
fare recipients - the wherewithal to organize and.^the psychologicaL^su^port tp stand 
. up for their rights. At the same time,that comm^iJnity action agencies 'were organizing, 
„^ISTA volunteers were being disp^^ed las^rVe as aids to these agSncies, and legal ' * 
services offices were being opened' %o enaDl^^the poit)r to pursu^e thejf k^Ujghts, a \ ' 
national membership organizatioQ^oC^elfare recipients was be(ng forn^^^yer the 
next five to eight' y^ars this riat%nal organization served as th^^ponc^ptualrz'er and 
dramatist - as,well ;as the spokesman - for the aspirations of Igcak welfare groups 
across the countryv/F /\ * * * * 

The National W^fifre^ Rights Organization (NWRO)** was established in 1967 under * 
the leadership of a' chemist. Dr. George Wiley, joined by a number of welfare recipi- 
ents ^primarily AFDC r^'dpients). The organization had at its peak a national mem- 
bership of approximately '200,000, wi^ many other welfare recipients organized at ' 
the local levei^ly. NWRO ran a host of programs to assist welfare recipients that 
, vincludeci seif-h>l^ 'day care, and pre-school programs, consumer credit programs (to 
'-^ef majdV'Tefailers to make limited credit available td welfare recipients), progranjs 

to improve |1e'alth bene^fits, and others.*? But overall *its major contribution was to ^ 
help persons Eligible for welfare receive their intended benefits and to create lines of 
communication between beneficiaries and both HEW and the Congress. 

NWRO presented new, otherwise unavailable, evidence to. the Congress, JHEW, * . 
and the nation on the plight of families forced by poverty to live on welfare; helped 
to dignify welfare recipients, enabling them to see themselves as individuals'exerqsing 
their rights rather than as the objects of charity; made the rules and procedures of the 
welfare distribution system fairer and more equitable; and finally, through educa- 
.tlonal ai/q counseling^programs substantially increased the number of poor individuals 
on the welfare roles. 'During the six-year .perjpd 1966-1972 when NWRO was most 
active, welfare enrollments in the AFDC category more than doubled, go'rng from 
,.,4.4 million to 10.6 miLlion. x^ i ^ . _ , , , . 

\x\ many \ways"^ the impact of NWRd ;on independent local organizations can be 
analogized to the influence of Ralph N^der'i writings. and speeches on the corporate " 
responsibility movement Nader has had the ability to drai2(iatize or make vivid certain 
_ basic principles concerning the role 0/ private business corporations in the society 
" as a^ole that have led to a host of locally initiated reform efforts and corporate 
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programs. Similarly, Wiley's NWRO set the signals and goals for local poverty groups ^ 
working withiwelfare recipients. , • ' 

NWRO's tactics were not the accepted liberal tactics of p^suasion, written advo- 
cacy, and reasoned exhortation. The organization demonstrated, was obstreperous, 
and even "occupied" offices. One of the more famous examples of the latter technique 
was the takeover of^HEW Secretary Ro'bert Finch's office in 1969. Subsequently, 
Finch established an' advisory committee of welfare recipients and their advocates 
that met regularly with the head of HEW's Social Security program to deal with 
problems experienced by welfare beneficiaries. For the first time, welfare recipients 
were given a voice in shaping the public program that most directly affected their 
lives m a manner that approximated the role traditionally played by defense contrac- 
tors in DOD planning and policy making.^ ^ Some of NWRO's local campaigns fre- 
quentiy resulted in the blocking of state funding cutbacks or of legislation that threat- 
ened additional-interference in th^Jwes of welfare recipients. 

Because, of the unorthodoxy of its methods and its insistence on retaining its 
status as an organizing Qnd lobbying group, NWRO initially had difficulty obtaining 
'foundation assistance. In thfe mici-1960s it created a tax-exempt foundation, known 
as Misseduc, with the stated purpose of conducting research and studies related to 
the welfare system. Misseduc became a conduit for foundation funds to support the 
Organization as a' whole! NWRO was also able to rely upon the National Urbart Coali- 
tion (for Rockefeller Brothers Fund grants) and the National Council of Churches 
as conduits for grants. 

The major supporters of NWRO and the Misseduc Foundation were church groups, 
including •The Campaign for Human Development, the United Church of Christ, the 
Methodists, ^ the Lutheran Church (see p. 1141 for a discussion of church grant 
making), and a number of the more "activist" foundations. These included Field, 
New World, DJB, Stern, Joint Foundation Support the Norman Foundation, the 
Ottinger Foundation, and the Playboy Foundation.* During it^ most Active period, 
^ NWRO was able to maintain a national budget.of approximately $200,000 per year 
and at the same time to raise funds for local welfare rights organizations; many of 
which received grai)ts under the umbrella of the* Misseduc tax exemption. 

At its peak, NWRO achieved respect and recognition at th^ national level from 
those at HEW and in the Congress most directly responsible for the Welfare program. 
The evidence it insisted on placing before an unwilling audience demonstrated the 
hard plight of those in America forced to live below the poverty level. It presented- 
their views on the>erms.yand conditions that accompany welfare payments.^y\nd it 
" confronted jy^ytK^tha^^ those who cannot make it economically in this society 
are profliga^lilazy, and in~need of discipline. At the local level, it educated the poor 
. about their rights antf helped them organize to effectuate those rights. Local affiliates 
% frequently had the same impact on state officials that NWRO hadriation^. 

The accomplishments achieved by NWRO in the late 19^0s were laTgWy the result 
of organizing skills and effective leadership. They were, however, greatJy aided by a 
series of Jegal decisions that defined thei^constitutional and statutory rights of the;^ 
beneficiaries of^the welfare system. In. fact, the welfare cases established precedenf| 
for the enforcement of rights and entitf*ients on the part qf beneficiaries of a wh^le 
range of federal grant-ir?-aid. programs that included food stamps, unemploymeilf 
compensation, the right to manji^ower services, a^the right to participate in and 
benefit from federal education aid to the disadv|htaged (under Title I of the £le-^ 
mentary and Secondary Education Act of 1965). Among the^key welfare cases were 
. Goldberg v. Kelly, 3^7 U.S. 254(1970), and Shapiro v. Thompson, 394 U.S. 61^ 
{1969). -In-the' latter^- the Supreme Court struck jdown welfare r^sid^ncy require- 
ments, and in the former, the Court, jn dicta, considered the establishment of a right 
to minimal subsistence as a basic entitlement, akin to a.pjopertf'fight and deserving 
of special protection. This line of reasoning was subsequently rejected; and welfare 
assistance was denied status, as a fundamental interest;'consequently, the states were 
given' leeway to alter welfare legislation on a "reasonable .basis" (sQQs^DandrJdge^y/. 
O mioms, 397 U.S. 417 0970), uphofding the right of the State of Maryland to impose 

' • 157 



i i- - • ■ • , ^ 

an absolute ceiling on welfare assistance, regardless of family size or need).*^ Unlike 
jAe voting right^ area, most of the welfare cases Were brought by legal service offices . 
ortheOolumbiiwelfare law back-up centerV^ ' ' * ^ 

Unfortunately, when NWRO reached its full capacity as a national spokesman on 
welfare programs, the nation's political leadership was set on abandoning its programs 
for the. poor. Irjstead of being able td Fnfluence affirmatively new,devetopments that 
might have led to a more rational welfare system, NWRO's task 'became to prevent* 
route by fighting HEW and state welfare agencies on a point-by-point^basis. This it did 
successfufly but with much less significant results than a new legislatfve breakthrough 
would have represented* The battle was stayed, but the national mood had changed. 
The economy had worsened and there was little tolerance for helmng the poor. Fur- 
ther, the natloji was tired of the kind of confrontation tactics upon which NWRO 
relied- In the. early ]970s NWRO, which was losing its effectiveness as a national 
organrzatron, also lost its leader wijth the untimely death of George Wiley. 

Despite its demise, NWRO's achievements shoMid not be under-estimated. And in 
many ways, the NWRO experience suggests. that where advocacy tactics are employed 
, to achieve a narrow well-defined goal, a short-term organization may be the soundest 
approach. NV/RO accomplished its primary purpose: a dramatic increase in welfare 
enrollments on the part of the needy and the definition of new rights' of welfare re- 
cipiejits**'' m addition, NWRO*s example was in part responsible for Vefocusing the 
civil rights movement andjnspiring the formation bf other movements directed to , 
alleviating the economic plight of the poor - whatever their race. \ 

The movement for economic justice. Before his death in 1973, NWRO founder 
George Wiley was moving on from organizing the poor around a single issue to buifd- 
ing a broader coalition of lower income people to combat the gross economic inequi- 
ties and disparities that abound iri this country.*® The Movement for Econorhic 
Justice (MEJ), as Wiley's new or^nization was called, has continued to develop since 
his death. Unlike most Washington-originated programs, MEJ maintains a skel^al 

' national staff whose primary responsibilities are clearinghouse, information-sharing, 
and technical assistance to local groups. The main focus of the organization is on 
strengthening local community leaders vvho are organizing around economic issues. 

IfiJts first year of active operation, MEJ, through its Tax Justice'Project, developed 
a natfenal tax-reform platform aimed at the House Ways and Means dwnmittee aiid 
operated local tax clinics around the country to assist low- and rKoderate-income 
taxpayers in avoiding unnecessary payments and to educate them^'on the inequities 
of the current tax laws. Jn addition, MEJ established a revenue-sharing handbook and 
program to hdp local groups prjsssure for a fair share of thefr federal grant funds. A' 
consumer prolect was aTso begun that helped local groups pressing for fairer merchan- 

. dising practices ?nd prices, especially on t^e part of supermarkets. More imporlint ^ 
than the rfatibtfal progi*a1fi5, however, wdythe assistance MEJ staff^gavetojocal grou0sr 
pressing corporatrons and local governnients on economic issues. These groups 

.achieved victories in reducing or preventing increases in utility rates, public tfanspor- 
tatlon charges, insurance rates, and other economic burdens normally imposed with- 
out a voice from those who are hit hardest. , . . ^ 

It is too early to tell whether MEJ will endure or whether it will actually make a 
dent in the maldistribution of wealth that characterizes American society. Apart 
from the newness of itslipproach, however, MEJ should be watched for fts fund- 
raising tacdcs. MEJ is establishing a national loan fund for local groups "to cover 
the start-up costs of establishing their own self-funding prc^grams." Start-up costs 
rtltghr include;items such is expanded office space, additional, phone lines, special f 
mailings,^ additional salaries, and cohsultic^ services. Loans must be repaid within . 
one year. Thereafter, membership will carry the costs. MEJ strongly advocates self- 

^'sufficiency and the involvement of membersnip through funding contributions. Having 
a stake in the program /-esults in increased commitment and involyementand besides^^ 
rm-xc^ MEJ leadeh, their goals are not in conformance with the goafs of private philan- 

jzrnn MEl staffers state that members are willing to pay when the issues are real , 
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to them. They state that MEJ projects m Boston are raising, $1,100 a night in door- 
^ to-door sohcitatjon and that in Chicago the figures are slightly higher. In any event, 
the MEJ model is one that other activist groups are watching closely as an opportunity 
'to reduce dependence on foundation funding. 

MEJ is just one example, a loosely related group of local organizations dealing with 
economic issues. Many of tlje groups funded by Th$ Youth Project, the nevy experi- 
mental foundations, and the churches^ are organizations working to improve the 
economic and social status of their constrtuents either on a single issue or on a multi- 
issue basis. And the economic development and cooperative ventures discussed later 
in this chapter are pursuing the same^oal, although from a different vantage point. 

Hunger and Atalnutritioh 

Another area where philanthropic contributions have produced measurable results 
for the poor and disadvantaged has been the campaign Waged since 1967 to compel 
the federal government .to provide adequate food programs to the poor - to families, 
to children in schools, and to the elderly. As in the area of voter rights, the federal 
food distribution program is one where stat/stical measurements provide hard data as 
* to the results achieved. The basic story is conveyed by comparing federal oudaysfor 
food in' 1967 when the organizing and pressure efforts began with those made in 
1975. In the first year, the total outlays were $650 million; in T975 they will reach $8 
billion, a more than tenfold increase. 

In spring 1967, a United Auto Workers' funded project, the Citizens Crusade 
Against Poverty, received extra funds from the Field Foundation to initiate a special 
8 project directed to the reduction of hunger in the nation. A number of medical doc- 
tors, including Harvard psychiatrist Robert Coles and Raymond Wheeler, a medical 
practitioner from North Carolina, went to Mississippi and returned with a report on 
the deplorable condition of families, and especially children, who received inadequate 
food and diet. This was followed by the funding of a special private investigatory 
group, the Citizens' Board of Inquiry Into Hunger and Malnutrition in the United 
•States.^ ^ Tjie board held hearings in select communities acrosi the nation including 
Hazard, Kentucky, San Antonio, Texas, Columbia, South Carolina, and Birmingham, 
Alabama, nr>ade field trips to a number of other locations, including major cities; and 
conducted research on the problem and the federal programs addressed to' it on a 
national scale: ^ 

The^ board's final Report was issued in April 1968. Its results were shocking. It 
demonstrated that '\ ^ 
» • • « 

Hupger and malnutrition exist in this country, affecting millidns of our fellow 
^ Americans and increasing in severity and extent from year to year; 

Hunger and mafrtutritioV take their toll in this country injhe form of inftant 
. deaths, organic brain dam^'e, retarded growth and learninfrates, increased vul- 
nerabiMty to disease, withdrawal, apathy, alienation, frustration and violence. _ 

TJie. report also demonstrated that ihe federal government not only was not^ade- 
t -quately mformed about the problem but was not utilizing those programs and au- 
thority that were available to it to assist Americans- most in need. 

The report laupiehed a significant public education effort that was eventually to 
include extensive television coverage (including the award-v^inning CBS documentary, 
^"hlunger ir> America"), congressiona( hearings, and community organizing. In October 
1968^ the Citizens' Crusade Against Poverty convened a conference on hunger that 
included many of the participants from the Citizens' Board. The conference led to* 
f the establishment of the National Council on Hunger and Malnutrition that was 
funded by a number of activist foundations led by Field and the Irwin-Sweeny-Miller 
Fou.ndation (the latter two provided 60-70 percent of the counciMs funding).^" In 
O 5 next few years, the council engaged in a variety of advocacy tactics that included 
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mardiaHing facts to present to the Congress to encourage improvements in the admin- 
istration and level of support for food programs; pressuring the Agriculture Depart- 
ment to Issue fair and proper regulations for the administration of food programs and 
to actually distribute all of the food benefits that the Congress authorized it to; and 
'assisting community and citizen groups around the country whose constituents were 
eligible for but were nof being provided food assistance. 

From 1968 to 1971, food stamp coverage alone increased from less than 3 million 
to 14 million persons; funding for the program increased 10 times. School lunch and 
Jawakfajt programs during the same period grew to reach six times as many children 
^as they had in 1968. Substantial numbers of the eligible population .were still not 
reached, but major gaigs had been made. Similarly, severe hardships persisted that 
were never properly corrected, for example the food stamp program ,was never made 
available without cost to those with no income. But these deficiencies did not diminish 
thefains.^ * 

The National Council was not the only group working to combat hunger. Equally 
. .effective work was done by the Children's Foundation, a privately funded group in 
Washington that focused on getting aid to prevent childhood hunger and malnutrition 
to the cogjmunities that most nfiip^ed it. It constructed, and stilllnaintains, effective, 
grassH-oots contacts across the natfoti. In addition, lawyers with the Columbia Welfare 
Law Center - now established as a foundation-supported office known Jis the Food 
Research and Actipn Cehter, Inc. (FRAC)^^ - began a litigation program to compel 
the Agriculture DepartriTent and local governmental units p^artieipating in food pro- ■ 
grahis to'adhere to statutory and constitutional requirements." 

FRAC's suits have in effect held the feet of the bureaucrats to the fire. FRAC has 
issued investigative reports on almost every aspect of the, food program that have often 
had .a ;dir6ct influence on congressional and Agriculture Department initiatives. Its 
na?fonwide education programs have made pepple aware of food benefits, such as the 
Special Food Service Program^fof-Cluldrgn^at they would not btherwise have known 
existed. Its litigation has compelled local governments that would not have acted on 
their own initiative to participate in the Food Stamp Program and has removed im- 
proper regulatory and statutory barriers to eligibility for food assistance. And the 
detailed work and expertise of FRAC attorneys has provided both the factual data 
%nd legislative mod^ for use by lobbying and public education groups such as the 
National Council. ^ ' * 

The National Council continues to operate, but on a reduced funding basis. In 
1972 it issued a follow-up report entitled J^nger U.S.A. Revisited" that was sup- 
ported largely by the Field Poun^tion'^ffWgfc the Southern Regional Council. 
That report pointed out that the problems of hunger and malnutrition remain sub- 
stantial and Americans across the nation are still forced to live on inadequate diets. 

Although the volume of food assistance distributed by the government, has^ 
' g^eSltiy Irfcteased in the past eight years,?^ the council, FRAC, and other ad^^^'S^ 
groups continue to pursue their mission. They seek to prevent a rollback in federal 
, expenditures and to "watcnW^" the 'Agriculture Department to insure improved 
quaJfty in the food distributed by the DOA, to simplify the procedural and othqf 
requirements for partidpation in the, food program, and to rna&e certain that the 
prograins actuallywch th^ intended beneficiaries. *\ . >^ 

Philanthropically supported activity in the area of reed-^d ^nutrition has clearly 
. produced results. The problem of hunger is a shocking and fundamental one, j^e 
that violates the nation's ba$ic ser^se of decency. It was also one for which corrective 
machinery already existed but was greatly in need of reform. The careful dbcume/i- 
tatlorv of the case", organizing efforts and support ^tcPgrmips in commufjities v?ith^ 
^ " the greatest need, Varied pressure strategies against Ae Congress and the Agriculture 
Department, accomffanied^ by litigation in intrkctable situations, produced results.- 
. A real hwlf *was and continues to be metr 
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Cooperatives, Community Development, and Minority Businesses 

Since the mid-1960s the philanthropic community has made a number of fairly 
substantial efforts to increase and Support minority ov^nership of a variety of business 
enterprises. These efforts havl^included direct financing through loans anci^grants, 
the purchase of minority-produced services ahd ^oods, the pfrovision of management 
and other technical assistance (including legal; a'ccounting, and marketing assistance) 
and - in the case of corporations «-.the establishment-of branches or plants in ghetto 
communities that have been at least partially ov^ned by the residents. The area of 
economic development m poverty conimunities is one of the fev^ v^here ail thr^e major . 
branches of ph.)lanthropy'- the corporations, the churches, and the foundations^ have 
been active, it has also been one of the most complex philanthropic efforts,M'equiring 
long-range commitments and innovative approaches. 

Collecting deuiled information on the full scope of philahthropically supported 
minority Business efforts v^oHkl be a major undertaking. Assessing the impact of 
grants in the field is even more difficult. Ttie follov^^ing discussion simply traces a 
broad outline of the major activity in the field and is in no v^ay comprehensive. 
- ^The basic goal of the economic development projects is summed up by the Rev. , 
Jesse Jackson, president of PUSH. HeVias stated that minorities "must ov^^n land, 
and have enough economic independence to influence the course of education and 
politics , . . )ust being wQrke/s can't do these things." Achieving this goal is a difficult 
if not insurmounuble usk. In 1969 minority-ov^ned businesses represented 4 percent 
of the toul number of American enterprises and only an estimated 0,7 percent of 
business volume. The ^ percent of businesses owned by minorities vy^ere estimated to 
have controlled only 03 percent' of all nonfinancial corporation assets in 1971, (The 
capital. concentration problem ffoes not affect minorities only; 85 percent of the 
nation's productive capital is o4^ned by 6 percent of the population.) The same dis- 
parity^ in ownership eo^ists in regard to land as v^ell. Although there are no national 
figures available, one foundation executive estimaXes that in the South Blacks have 
lost 7.5 million acres of land in the last 20 year^T-^^^ 

Corporate and Rural Programs \ 

Overall, the phitanthropoids have generally neglected problems of rural poverty. 
The churches are the primary exception; they have 'provided small grants to a range 
of rural cooperative and comrnunity efforts and have also organized rural ministries. 
Among the foundations,»the largest contributor has been the Rockefeller Brothers 

- fxrnd whtch 1)etween 1970 and 1973 granted more than $1.3 million to organizations 
working or located in the-Sl^th, Second to RBF is* the Field Foundation vy^ith pri- 
mary concentration in Mississippi and some lessor grants in other states. The Forcf 
Foundation has made substantial grants to rural community development corpora- 
tions in the South, The Southeast Alabama Self-Help Association Ind Mississippi 
Actiorr for Community Education (MAtE) are two key recipients which cJombine 
service activities with economic development. 

Among the programs receiving foundation support are the Delta Fpundation in 
•Greenville, Mississippi, which provides employment, income-producing business 
opportunities, management development, venture assistance, and housing to MACE's 
constituents; the Emergency Land Fund which encoura^s and supports BlacK bnd 
ov^nership and development, in the South; Penn Community Servrces, Inc., which 
operates in the Carolinas, primarily in the coastal plains region, helping Blacks to 
preserve land ownership and to insure minority ^panipipation in resort and other 
development profrts; the .Rural Advancement Funci of the National S)^cecroppers^ 
Fund, Inc, which provides technical assistance to cooperatives and locaf community ^ 
development groups,, the Federation of Southern Cooperatives which serves all co- 
operative groups, the Southern Regional Council which provides technicafand man- 
agement assistance to local community development agencies. 

^ » These organizations and 'others like them, have enabled small farmers to resist the 
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trend toward big-enterprise farming, to "survive" as farmers, to consolidate their re- ^ f 
sources for more effective production and marketing, and to organize for purposes of 
obtaining or improving federal, state, and other benefits. Althtough the gains have not 
bleen dramatic in terms of producing noticeably improved economic circumstances, 
there is a general feeling that cooperative and rural development programs in the 
^South have in the past couple of years contributed to new political alliances between 
Black elected officials and the Black and white poor. Similarly in other states, such 
as South Carolina, these groups have persuaded the state to play a more active role in 
rural devdopment. And, equally important, they are helping to raise as a national 
issue thi/problems of the small farmer, of individual (as opposed to corporate) land 
ownership, and of national rural policies. This trend should be accelerated by the re- 
cent creation of the Washington-based National Rural Center, funded by a consortium 
of foundations <ed by RBF. 

] Minority Business and Urban Economic Development 

) #• ' ' ^ 

Over the past decade The Ford Foundation alon^ has given $18.3 million for minority 
enterprises (in recelit years a substantial percentage of these funds has gone to com- 
munity development corporations); the remaining members of the foundation com- 
.fnunity have given a total of $10.8 million. As noted in Chapter V, three church de- 
nominations have (or had) special business development funds that have made more 
than^$13 million available tjD ghetto business ventures. The contributions of the cor- 
porate community are hard'^ t^-measure.^^ As indicated on pages 1143-45, a range 
of corporate support.and contribution programs for minority businesses flourished in 
the late 1960s. Examples of quantifiable contributions include the $1 milfion to $2 
million corporate investments in approximately 25 plants established by the end of 
1968 in ghetto communities,* the banking industry's commitment of $1 billion in 
loans to minority businessmen (made in 1970 over a five-ye^r period); and the in- 
surance industry/s commitment of $2 billion in mortgage money to h^p solve inner- 
city probterrfs.^^ ^ , , , 

In addition to grants macJe-directly to emerging minority business ventures, philan- 
thropy has supported^ number of technical assistance organizations and its own in- 
vestment corporation. The latter, the Cooperative Assistance Fund, was created in 
968 to invest a portion of foundation assets in support of minority enterprises. A 
foundation becomes a member of CAF either by making an investment of at leasts 
percent of its assets or $1 million, whichever is smaller (but not less than $^100,000), 
or by making a yearly grant of at least $100,000 for administrative support. As of 
1974, CAF had commitments totaling $3.3 million.V. During its first three years, CAF 
made a wide range of investments providing both equity and loans to entre- 
preneur«based ventures, community organizations and cooperatives.' The organization 
was involved in start-up situations, ongoing ventures, and failing firms in need of 
rescue. 

Technical assistance to minority business has been provided by the Interracial 
Council for Business Opportunity- (ICBO) which was organized in 1963 by a group 
of Black and white businessmen to" give jntnority entrepreneurs free technical assis- 
tance provided by volunteer- bankers, retailers, manufacturers, lawyers, and accoun- 
tants (iCBO was started by RFB and has subsequently received more than $1.8 million 
from Ford.) The Washington-based Potomac Institute has also received grants to 
provide corpprehensive financial and management assistance (through paid profes- 
sionals) to minority businessmen. And both Capital Formation and the Chicago* 
Economic Peveldpment Corporation have received foundatiorusuppor|, Jhese organi- 
zations secure funds for and provide assistance to min^Hty businesses. The Minority 
Contractors Assistance Project (MCAP) also philanthrdpically supported - is a 
special-focus organization dealing with minority construction contractors' associa- 
tions and their members. MCAP provides technical assistance to its members, operates 
r "-"^-^-g foan fund for working, capital, and^i^ranteesJjid and performance bonds 
/t^l^^therwise.unattainable. 162 
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Some of the .mttial philanthropic activity in the nninority business development 
area has been assumed by the federal government through the Small Business Admin- 
istration and Office of Minority Business Enterprises. But the initial promises of 
the Nixon Administration of massive assistance have been abandoned. An overview 
of the field suggests that a number of viable medium-size firms owned by minorities 
have been successfully launched and that these businesses, compared to the economy, 
at have enjoyed a respectable growth rate.^* Their future as well as that of less 
developed minority corporations is unclear. The federal government has not assumed 
an aggressive leadership role in the area as originally anticipated, aTnd a noticeable drop 
m corporate involvement has occurred over the past few years. The question of wheth- 
er public and private aid will have the staying power to stick with minority businesses 
over the next 1 0 years is unclear. , . * ' 

For the short term, although not the panacea it was originally regarded, minority 
economic development efforts have provided jobs and resources and created new 
career ladders or entry systems for Blacks and other minorities interested in business 
as a career. The CDC's and rural cooperative have produced an additional result: local 
organizations pressing for new governmental policies in regard to economic and social 
issues. • 



GRANTS TO MEXICAN-AMERICANS AND INDIANS 



• ' Mexican-Americans 

Mexican-Americans are the second largest minority in the United States, with a 
population estimated at 7.5 million and growing at a rate twice that of the general 
population. The majority live in California and four states of the Southwest (Arizona, 
Colorado, New Mexico, and Texas),, but Chicano communities are also scattered 
through the rest of the country, particularly the major cities of the Midwest. 

Until recently, Chicanos have suffered many of the di^bilities that have plagued 
other minority groups, including in^idequate political representation, low income, 
high unemployment, poor educational services (resulting 1n low attendance and 
completion rates), and widespread discriminatory' treatment that has included a 
blatant lack of respect by Anglo officials for Chicano language and culture. In recent> 
years, stimulated by the gains achieved by Blacks in the civil rights battles of the 
1960s and motivated by increased political organization in Mexican-American com- 
munities, Chicano groups have been able to achieve both economic and political 
gains. Organizational efforts have been supplemented by legaf programs that have 
relied upon the courts to establish voting rights, educational rights, and improve- 
ments in local governments serving CHicano communities. Operating in a comple- 
mentar^y fashion, the community organizing and legal programs have applied pressure 
on the federal goyernment that has resulted in jncreased and improved expenditures 
m a number of^federal grant programs, including Headstart, the poverty programs, 
and bilingual education. 

At the nation^lJevcl, the major philanthropic contributors to programs to benefit 
-Mexican-Americans Have been The Ford Foundation ($30 million since 1968); ^he 
Carnegie Corporation ($928,000 since 1965); The Akbar Fund ($188,8^0 in 1973); 
ar^d,the Field Foundation i$l 32^000 since 1967). Additional grants have been prp- 
vided by the Rockefeller Brothers Fund (to support MALDEF), the joint Foundation 
Support, and various church funds, particularly the Catholic Churches Campaign for 
Human Development which spent $838,730 for Chicanos in 1974 out of a t6tal of 
.$4.4 million in grants. . * 

*The major grants froivThe Ford Foundation have been for technical assistance 
"to Ideal Chicano group^principally 'through the National Council of URaza (see 




below): for four community development corporations (Home Education Livelihood 
Program - H.E.L.P. - of rural New Mexico; Chicanos For La Causa, of fhoenix; 
Spanish Speaking Unity Council of Oakland; and Mexican .American Unity Council 
of San AntonioK for .^^e j%^jcan American Legal Defense and Educational Fund 
(MALDEF); for\arious education programs,^® and for the support of bilingual and 
Spanish-speaking television programs for publrc broadcasting stations. The Carnegie 
Corporation has njade its major grants to jvlALDEF for education litigation, to the 
Independent School District of Crystal tity, Texas, for an internship program in 
school administration,^* and to the Youth "Opportunities Foundation for Scholarships 
for Mexican-American Students. The Akbar Fund has given to a rahge of projects 
that include a legal a'ssistance program for Crystal City, education aritl training in 
community development, economic development, rural services, and other progr^s. 
The Field Foundation provided the seed moaey for the initial organization and de- 
velopment of MALDEF in 1967 and has provided some support to that organfzation 
in subsequent years. It has also supported the Interstate Research Associates (IRA) 
for an educational development training center located in Crystal City and San An- 
tonio and the Barrio Pediatric Comprehensive Health Clinic in San Antonio. The San 
Francisco Foundation has supported a number of blllingual programs in its name city. 

MALDEF 



The Mexican American Legal Defense and'Education Ftind was patterned in part 
upon the NAACP's Legal Defense^Fund and, in many ways, it has accomplished for 
Chicanos in its seven-year history many of the same gains that the^ormer organiza- 
^tion has achieved for Blacks.^^ MALDEF has worked assiduously to desegregate 
•school districts and housing projects in the Southwest; it has brought a series of -suits 
to -protect the rights of individual school children in regard to disciplipiJ; stlspension, . 
and tracking and to insure adequate Chicano representation on tbe teaching and 
administrative staffs of publrc schools. K has also worked to reform culturally dis- 
criminatory curricula and teaching materials. fVlALDEF has also been active in the 
employment discrimination area in regard to both private and public employers and 
in the area of voting rights/MALDEF suits have paralleled NAACP Leg^l Defense 
Fund and ACLU cases in striking down unfair voter registration statutes,. restrictive 
property qualifications for office holders, unfair apportionment or vote weighting 
schemes, and otflfer barriers to equal access to the franchise, A niajor objective has 
been to increase Chicano participation, through the electoral proc«s, on local policy- 
making bodies at all levels. 

In the field of criminal justice, MALDEF has brought suits to prevent police bru- 
tality against local citizens, has successfully challenged jury selection processes on the 
grounds that they exclude Chicanos, and has attacked unfair prison conditions and 
practices. Overall, MALDEF has effectively benefited from' the legal and organiza- 
tional experience of ih^ NAACP Legal Defense Fund aad other legal organizations 
that have litigated civil and constitutional rights. At the same time, it has pioneered 
in areas of the law unique to the Chicano situation - sucfi as water rights - especially 
in Texas, and problems stenhming fronrj discrimination against Mexican language and 
culture. Its "law reform" cases have helped to establish the legal and^ublic policy^ 
parameters for many of the efforts of nomlegal Chicano groups. 

Organisers and Community Develop^ ^ ^ 

There is rto question that gains have been made, for Chicanos in the past seve;i to 
eight years.,^ One important measurement of pfogress is the'number of Chicano- 
, elected officials that have mpvfc^into office in the past few years. The mostdramatic 
accomplishments were the elecffon in 1974ctf two governors - Raul Castroof Arizona 
/ and Jerry Appdaca of New Mexico. In addition, there are four -Chicano Congressmen 
Senator. But more importantly, Chicanos have m,oved into local elected 
j^l^ hroughout the Southwest^' in n^^ ^e same way BJack elected officials have 
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spread throughouUth^ South. Thisyias been particularly pronounced in small com- 
munitiei iir T^x^s and New Mexico.^^ Other indicir>{iclude the growing number of 
Spanish-sui;jiarned lawyers, businessmen, and private-sector leaders as well the grow- 
ing national acceptance of bilmgualism in a variety of public institutions. ^ 

National Council of LaRaza. One pf the key playcTs in the grantee community 
has been 'the National Council of LaRaza.^ ^ The council >^as founded in 1968 with 
offices in S^n Frafrtcisco and Phoenix (it was initially known as the Southwest Council 
of LaRaza); it has since expanded to work with more than 14 local affiliates,^ ^ 
shi/ting Us emphasis frorn a clearinghouse and organizing effort to a technical assis- 
tance operation with, primary focus on economic development and housing. The 
council has helped to create federations of local organizations to which- it has proylded 
accounting, legal, and. other advice in the' preparation of funding proposals and pro- 
gramed evStepment. - - 

To better ^assist its affiliates in the field of economic development, the cguncil In 
f^71 helped to establish LaRaza Investment Corporation, (LRIC) - a fV\inority Enter- 
prise Small Business Investment Corporation (MESBIC) -"designed to supply\yenture 
capital to minority businesses. LRIC succeeded in assisting the opening of 20 Chjcano 
business firjns in Its first year of .existence. Thiy ranled from a hardware and su^^pW 
' company in Denver and a day-care center in O^iprrce City, Colorado, to a bakery 
in Phoenix. Jn 1974, LRIC was dissolved because-of disagreement between its founders 
^s io its proper goals; a hew P&i^SBIC, Associated Southwest Investor^, Inc. (ASI), has 
since been formed - again with suBstantial foundation support -^and is now operating 
in Arizona, California, and New Mexico. 

To further its econ^ic develppmentefforts, the council has also developed general 
handbooks and other aids for the establishment' of new businesses which have been 
widely distributed among Its affiliates. Probably its most ambitious direct-aid effort 
has been a $30 milliorT 500-600-room hotePcomplex planned, for Phoenix.'^'' 

Until 1973, the council was active in stimulating the development of low-cost 
housing by providing assessments of local needs, assistance in financing and grantsman; 
s>iip, and training, programs for barrio personnel' With the moratorium on federal 
housing subsidies imposed in 1973, this etforl' has stopped. Since the cutback in 
housing as a program emphasis, the National Council of LaRaza has^turned increasing^ 
ly • particularly after the establishment ,of its Washington office in 1973 - to monitor- 
ing federal .programs in an effort to make them more responsive to the needs of 
Chicanos and other SpaniSh'Speaking groups.^' ' . f , 

The council is the largest national organization claiming to speak on behalf of the 
Chicanos.^^ \ts affiliates , reach a broad range of people and^^agage in a range of 
service and orgarrizing activities, Although the organization i^elf does not lobby or 
^ngage in political activity, there is no question that the training and organizing Skills 
it^s transmitt,ed to local community leaders has had such an effect Both the LaRaza 
"■^liates ^nd a hpst of other local organizations, some of wh'ich have received founda- 
tion assistance, 'have iff addition te^heir organizational mandates served as the training 
grounds for young Chicanos who have moved on bto public position. The militancy 
of the early 1960s has produced a number of seasoned politicians. 

Commumty developmehj^corpor*ations. CDC's are' locally controlled, tax-exempt 
organizations that aim at both immediate relief of severe social and economic dis- 
advantage and eventual regeneration of low-income communities. CPC programs ar^ 
usually funded by grants or investments froni government and the private sector. They 
seek primarily to increase jobs and income, improve housing, secure better services 
frorn local government, business, and utilities, and, foster a sense of hope in com- 
munities that have been stagnant or deterioratihg.'*^ 

1,. H.E.L.P. Tj^ Home Education Livelihood Program in rilral New Mexico has re* 
^'•'ved support Pr5m churcK, federal governnft*ent, and private sources additional to tite 
^ ■>3;450 it has received from The For'd Foundation. It currently operates programs 
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throughout the state of New Mexico ^hat amount to $7 million annually. It operates, 
businesses that generate a gross income of $2.7, million a year^and employ more than 
200 people. Among these^are a company that has organized the production of indi- 
vidual Weavers in the northern New Mexico mountain town of Truchas and developed 
markets 'for their products in a number of urban centers; a factory that produces 
camper trailer shells for pickup trucks; a firm that has organized woodcutters and 
developed markets for them resulting in substantially increased individual salaries; a 
farmers cooperative for processing and marketing supplies; and a number of other 
producers and consumer^' cooperatives. H.E.LP. has recently begun a water project 
to bring irrigation into previously arid rural areas, the project includes business de- 
, velopment efforts. 

Besides its economic development activities, H.E.LP. has assisted in the estab- 
lishment of 23 family health clinics in isolated villages in northern New Mexico. It has 
also served as an advocate, helping individuals to obtain federal benefits to which they 
are entitled but did not know how to obtain and has provided relocation services to 
Community residents, moving them into improved housing. 

f ' 2, MAUC. The Mexican-American Unity Council was formed in 1967 by several 
young Chicanos who were veterans of the radical, student movement of the 1960s, 
MAUC began primarily as a vehicle for political protest but has since evolved into a 
community service organization. MAUC has 75 employees and administers over $4.6 * 
million in projects in housing, economic development, job training, and community 
health and social ser^^ices. Besides Ford Foundation funds, the organization has re- 
cei ved substa ntial federal grants from OEO, Model Cities, and National Institutes of 

^^^.,^A4efital Health"* * and private grants from the Opportunities 4|dustrial Center and 
the Cente^r for Community Change. MAUC currently has undelvay a project to re- 
^ habilitate a 12-block area in;'$an Antonio's Westside, working-x:oaperatively with city 
hall tp upgrade publid' lervices at the same time housing is being reno/ated and busi# 
ness ventures'are«t)eing attracted to the area. ^ 

MAUC has developed a profit-making arm, known as Industrias de MAUC. that 
owns a substantial interest in more than 10 businesses empFoyingJSS people.^ In 
addition, it sponi^rs a medical cliniQ that provides both mental health and general 
health services to the Chicano community. Ultimately, MAUC hopes.that irs current 
♦ health jprojects will evolve into a complete health maintenance organization (HMO) 
for the oar/fo5. ^ 

3.* CPLC. Chicanos Por La Causa was organized by young student activists in 
Phoenix in the rflid-1960s. The start-up grant forth»-43^ganizati6n was provided ty 
The Southwest Council of LaRaza, and that organ izationprovided support through- , 
out the initial years. Although CPLC was initially a referral center, by the end of 1972 
it had become a sm^ll community development corporation witfi programs in housing, 
economic development, health, and manpower training. Besides foundation support, 
it received funding totaling $400,000 from the Menvjdist, Presbyterian, and Catholic 
Churchesiithe Department of Health, Education and Welfare and the University of 
New Mexico. * • ' 

I >^ CPLC has served as the sponsor of low-income housing and as an entrepreneur 

jrjaunching a vanety of business activities. (Inboth^areas, it harestablished Successful 
relationships' witff local banks that have been willing to pifevrde hi^-risk loans.) In 
j addition, CPLC has assessed the health needs of the Chicano and .Indian populations 
in the area it serves and currently admimjiters one health clinic and has another in 
planning. ^ ^ 

' , In the field of education, CPLC has worked with the University of New Mexico 
in the development of bilingual and brcultural programs andv.ii}ore effective parent 
participation on local school boards. More than a dozen graciuate s^tudents trained 

. under this joint program are currently working in the Phoenix public school system. 

■ ER|c . 166 • 
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4. SSUC. Spanish Speaking Unity Council vvas 6rganized m 1969 in^0^kl|and to 
consolidate the efforts of the Spanish-speaking population of that city. Initially, 
""SSUC focused on leadership tr^aining and education, working as the distr^ibutor 6r 
small grants from the Southwest Council of LaRaza. SSUC has grown in 5 years to a 
staff of 15 and annual program activities amounting to roughlf $1.3 miljion. Its 
programs include a housing development pr9ject in a cpmmunity east of -Oakland 
that consists of 61 two- to four-bedroom townhouses for low- pd moderate-income 
families (built largely, by Ohicanos), a business development program that has secured 
loans of nearly $2 million and provided technical and management assistance to 21 
Chicano businesses;"*^ and education and job training programs that have served 
around 500 people. The job training program 1s directjy geared to available job oppor- 
tunities. SSUC has also purchased an office building and has plans and financing to 
build a community resource center and office building in East Oakland. 

SSUC has been uriusually successful in developing effective ties with the local 
business Qonamunity. It receives $40,000, a year in general support from the United 
Bay Area Crusade (the local United Way) and has received both diregt support and 
technical assistance from 'zJ^number of firms in the development of its business ven- 
tures, t 

Attitudes of Chicano Grantees 

A number of "Chicano leaders,^ including many vjho have received grants from 
private philanthropy, complain^th'at only a small number of donors are interested 
m programs that really promise change; and of the donors who are committed to 
some type of social r'eform, fnany tend to focus primarily if not exclusively on pro- 
grams that assist' Blacks. These critics point not only to the vast amount of money 
that has been conjmitted to Black education and other Black programs, but also 
to the 'new Black foundation (Twenty-First Century Fund), ig the Plack United 
Way to the Association of Black Foundation Executives, and to the-commitment 
of some foundations to support of a varie\y of Black ventures. Part of.the prob- 
lem they attribute to the lack of Chicano board members and staff on the major 

foundations.^^' * ^ -re 

Other problems raised by Chicano grantees have been the propensity for foun- 
dations to support middlemen such as lawyers, potitical scientists, housing experts, 
and others while shying away from grants to more activist groups. In fact, these 
critics claim that a whole new group of professionals that operate as the translators 
between the power structure and the powerless has been spawned by foundation 
grants Such critics also suggest that some ^'liberal*' foundations encourage adversary 
or confrontation tactic'sj when wijat is needed is direct intercourse with corporate 
and polifkal leadership*. " ^ ^ ^ 

s • / ' 

American Indians 

The American Indian population today is approximately 1.2 million; of this num- 
ber roughly 500,000 each are in the urb^n and federal service populations and 
between 150-200,000 reside in the urff^nized and terminal rural cqmmunities 
At most 50'percent tiave tribal status. (Many of those in urban areas maintain tribal 
status.) In no other group of. Americans is there more illiteracy, poverty, unemploy- 
ment, and underedqcation. Until recently, Indians were on the bottom of the list 
of private philanthropy; however, in the past few years both church groups and. 
foundations have^ greatly expanded their outreach efforts to Indian communities^ 
as well as the level' of grants^-to Indian programs. 

A range of foundations And church groups have given assistance to Indian pro- 
grams. Among the leaders have been, from the foundations, tHe Field Foundation, the 
^kba^ Fund, and the Pheli>s-Stokes Fund,"** and, from the church groups, the 
I- nii^-atholic/ Church's Campaign for Human Development and the Methodist's General 
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Commission oA'.Religiofi and Race. Both Akbar and Phelps-Stokes have designated 
Indian programs as key aieasof overall focus. In iiddition, The Ford Foundation has 
contributed significant 'funding^in 1973 Ford grants totaled several rfiillion and 
included special programs for Alaskan native ^and claims, for Indian education rights, 
and for the Native Ameripan Rights^Fund); the Rockefeller Brothers Fund has made 
grants, primarily to the Native American Legal Defense and Edu"cation Fund; and the 
Carnegie Corporation has supported education curriculum development programs, 
scholarship funds, and education litigation. A range of other foundations including 
the Donner Foundation, the Nev/ York Community Trust, the Clark Foundation, 
and the Save the Children Foundation have supported various Indian program activi- 
ties. , . 

The role of the two foundations specializing injndian affairs - Akbar and Phelps- 
Stokes - deserves special mention. The former, by contracting for consultant services 
from Indian experts, has helped to develop, a blueprint of appropriate prqgram activi- 
"ties that have been follov/ed in part by other foundations. The latter^ v/hich has 
Indians on both'its board and staff, has served as a broker between Indjt^gi^ups <^nd 
foundations in general, assisting the former In making contracts, definjtn|;;program 
goals, and packaging proposals and assisting the latter in achievmg outre^'^J&.tndian 
groups with which they wdljld not normally have contact. For examplfL^i^Octbber 
1974, PhelpS'Stokes sponsored a conference for "private philanthropists i#l'Jndian 
educators" to discuss Indian higher education needs. In the spring of t^7S,lt'lssu^d 
a directory as a guide for Indian groups seeking funds. There is no que^M^ tfiat Its 
brokesring ^activities have leveraged a substantial increase in the grants madlij&y .founda- 
tions to Indian-groups over thfe past fewr years. Such a role was particularly jfv^eded In 
regard to Indian programs because of the distinct nature of the problems to which 
they are addressed. ■ ' ■ • . 

Because of the extensive involvement of the. federal government in Irtdlan affairs, 
much of the philanthropically supported program activity on behalf of Indians has 
involved legal questions. Some of these have been handled directly by lawyers, such as 
the Native American Legal Defense and Education Fund or the Native American 
Rights Fund;"*^ some have taken the form of geoeral advocacy, of trying to pressure 
federal bodies. Including the Congress, to meet their treaty, statutory,, or general 
jurisdictional obllgaflons toward Indians. Although many issues remain unresolved,' 
such as the extent of tribal governance powers, the status of Indians who do not live 
on reservations, and their eligibility for federal j(largely BIA) service' programs^ and 
the rights of the tribe to control natural resources within its boundaries, a great deal 
of pr^ress has been made In the past decade both In defining Indian rights issues and 
in moving toward their resolution. 

John Folk-Williams, an Indian who has served as consultant to the Akbar Founda- 
tion, summarised this progress In a report for the foundation;^ 

Thfs report has summarized methods of Indian organization that would have 
been unimaginable fifteen years ago. The federally recognized tribes are attem^it- 
ing to utilize the remnants of national sovereignty left to them In AnglO-AmerU 
can law In order to strengthen their material, cultural arfd legal resources. The 
Naya;o are how rvegotlating to assume all functions of their Supervising BIA 
agency. The MIccosukee have already done so, and the Quinault are trying to 
develop a new model of tribal economic self-sufficiency and- control over re- . 
sources. Many tribes are winning the right to ^opprate their own schools^ are 
revivifying languages and cultural traditions and are testing the applicability of 
tribal legal concepts in theirf osJ/n and In non-lndfar^ courts. At the same 
. time, tribes are Increasing their understanding of the national legislative process 
that affects their destiny more closely than It does that of any other group In ' * 
the country. Whether the category be education, economic development, tribal 
sovereignty, legislative action or administrative reform, the tribes are trying as 
^^''VPi- before in recent years to reshape the institutions around them In terms of 
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tradttfonal Indian values and to define new technic^ues of adaptation to the 

, contemporary society. / z " ^> 

The urban Indians and the unrecognized, terminated or disenfranchised tribes 
are all testing the legal definitions and administrative policies that have placed 
them at such^a disadv^intage in comparison with Indians accorded federal recog- 
nition. Comniunities never before recognized are either pressing for federal 
services or are forming their own development associations. Such organizations 
are giving a toice to previously silent and im.poverished Indians like the Malecite 
of Maine anc the Lumbee of North Carolina. The traditional Osage are challeng- 
* mg unrepresentative tribal government, while local johnson-O'Malley adviscjfy 
committees are forming a state-wide Oklahoma coalition to strengthen the hand 
of parent groups outside the tribal pcjjitical structure. The terminated Klamath 
and Menominee and the unrecognized Pit River Indians are revitalizing tribal 
connmunrties despite the absence of the traditional federal protections. 

Action across the country points to reintegration of Jndian cofnmunities in^ 
both urb^n and rural settings and to a thorough re-structuring of the wanner'' 
in which -Indian and non-Indian values and ijnstitutions are to be blended in 
what is/eally a new^ndi^n culture. 

The list of Indian program activities successfully initiated in the past several years 
is long and, to an outsider, often difficult, to understand. The following few paragraphs 
is an effort to summarize some of the ke.y issues. ' ^ 

The Powers of th^ Tribe 

Federal standards for recognition of tribal status, for enlargihg.the jurisdiction of 
tribes, and for protecting the governmental powers - both legislative and judicial - 
of tribes have been ill-defin^. And in recent years some^tates have also taken actions 
that have tended to erode^ tribal powers. As suggested above, there is currently a. re- 
surgence of interest on the part of Indians in preserving the structure and function 
of the tribe that has resulted in privately funded program efforts to define* and im- 
prove tribal authority and governance. Additional programs have sought to prevent 
encroachments by state governments on the traditional powers of the tribe, whether 
legislative or judicial, and to eliminate corruption and abuse of pov/er on the part 
of tribal governments. 

The Field foundation, for example, has given $60,000 to the University of New 
Mexico Law School and the Commission on Indian Affairs of the State of New Mexico 
to assist tribes in sjtrengthening tribal government;/ield also gave a grant to assist the 
Crow^Tribe in drafting a criminal code ''consonant with the tribe's own principles of 
substantive criminal la'^";^^ the Akjjar Fund has provided similar support through its 
grants of $29,997 to the Quinault Tribe to strengthen tribal sUucture and sovereignty. 

The Rights of Indians Without Tribal Status 

i 

Substantial numbers of Indians live '*off the reservation*' in terminated tribalVeas, 
in areas adjacent to tribal lands, or iniurban settings. The rights of these Indians 
vis-a*vis the grant programs of the Bureau of Indian Affairs are unclear. Private philan- 
thropy has supported programs that are attemfrmg to define and extend such rights 
and to launch programs that, independent of Bl A assistance, will meet the needs and 
interests of Indians. (These have included alternative schools such as The American 
Indian Movement (AIM)/*survival school" in M^inneapolis; the* Dayton-Hudsdn sup- 
ported Indian-mn housing project in the same city; health clinics and similar projects 
tun by some of the Indian urban ceaters.)^' A major effort to help **off the reserva- 
j^*!'^n*' Indians has been the campaign of Indian Education Training, inc. (lETI) to 
-ke certain that the mandate of the Johnson-O'Malley Act (federal education grants 
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tp school districts with high Indian populaiions), requiring Indian participation in 

^» program determination and administration, is adhered ^to.^^ : 
. ^ • ' - ' W k '\ 

The Protection of Tribal L5nd and Resources : , 

Another concern of Indian groups has been the^exploitation of mineral and other 
resources within the tribal territory by outside interests who take virtually all of the 
profits* and 'the corresponding failure of the tribes to fiilly develop untapped resources. 
Johf> Folk-Williams gives this description of the problern: . 

The Navajo Reservation offers a gpod example of tlre.6tyle .of .economic develop- 
ment that is encouraged. All the oil, gas. Coal, uranium and vanadium deposits 
are exploited by non-ladian firms who negotiate long-term leases and sometimes . 
employment preference agreements with the tribal government. Money from the 
.leases tfnd a few jobs are all that come to the tribe, while profits from mineral 
\ extraction flow off the reservation. General Dynamics and Fairchild have plants ^ 
oh Navajo land that mdke the same sort of contribution. « 
• - * 

Tribal enterprises include a ranch, a utility, a forestry products concern, and an 
arts and crafts guild^Typically enough, the tribaljjtility produces no electricity 
but buys power fronrt the non-Indian Four Corners power plants which produce 
electricity with coal obtained through another tribal contract with the Peabody 
Company. A few trading^osts, motels and minor operations complete the list of 
tribal business. The same situation exists on^the Wind River Reservation in^ 
Wyoming and at numerous others. The reservation is 'developed' by non-Indian 
firms, while the employment rates for Indians remain at 50% and less, tribal 
incoSfie is inadequate, welfare rolls Jncrease, and overall per capita income sits 
at und^$J,000 per year. 

^A related problem is the development of tribal resources in ^ manner that may in the 
long run prove injurious to tribal intgresU - such as the institution of strip-mining 
projects jn Four Corners in NorthefnNew Mexico, the Black Mesa (Hopi Reservation, 
^ Arizona), and the Crown and Lame Deer Reservations in Montana or the development 
of resort complexes with long-term leases in Colorado and other locations. 

Philanthropic grants to protect the tribes' rights and interests in their own reserves 
have included the following: , . 

* / ' - 

^ • The Ford Foundation, joining with, the BIA and OEO, fuhBed a comprehensive 
inventory and analysis of natural resources in western Washington to determine 
what tribal industries might be created to develop them. Environmental scientists 
produced land-use models and specific economic proposals. As a result, tribal 
ventures were launched in both the fisheries and thelumber industry. 

• The National Congress of American Indians, a foundation-supported national In- 
dian organi2fation,.has held conferences and distributed materials alerting Indian 
tribes to the potential energy resources on the reservations and has assisted tribal 
leaders In drawing up plans to develop those resources. Although coal leases re- 
ceived initial focus, attention has also been devoted to uranium, oil, natural gas, 

• water*produced p^wer and geothermal power. 

, • The Akbar Fund has supported Dineli Cooperatives, Inc., an qrganization that Is 
assisting with the growth of cooperatives in the Navajo Nation. 

• The Youth Project has funded research for. the Navajo Nation that has postponed 
. the execution of coal gasification contracts with two major companies and led to 

the investigation and development of more favorable alternatives that will preserve 
y jenefits of economic developnjent to the Navafos. 
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• The Native American Rights Fund, in a landmark case in federal district court in 
the State of Washington, has established the right of Indians, pursuant to treaties 
with the United States, to 50 percent of the harvestable fish off the coast of their 
reservation. The court held that the regulation .of off-reservation treaty fishing was 
a matter of tribal not state jurisdiction.^^ 

A pro/ct relating to the property rights of individual Indians that deserves special 
mention is The Ford Foundation's assistance to the Eskimo^, Indians, and AleuXs of 
Alask/to enforce their claims under the Alaskan Native Claim Settlement Act. The 
claims act which was .enacted by Congress in December 1971, \yas a final settlement- 
of the outstanding claims retained by the native population against the statQ. (Unti 
such claims were settled, development of oil and other resources could not begin.) 
Under the act, over a period of 20 years, 40 million acres of land will be ceded to 
village governments and to. newly created regional corporations (a total of 212 local 
governmental entities); in addition, $962.5 million in cash settlement benefits will be 
distributed to the same bodies. The regional corporations will not only control the use 
of the land ceded to them but will have the mineral rights to all other native land ind 
will assume important economic and governmental functions; in effect, Ujiey wilt be-*' 
come newly created community development corporations. All of this will take place 
without any public grants or technical assistance to enable the Natives to mafCe the 
necessary transformation. ' ' c li- 

To filUbis void, The Ford Foundation gave grants totaling almost million to 
the Alaska Native Foundation (previously the Alaskan Federation of Natives Chari* 
table Trust) during the period 1968-1972. The ANF began initially as a cofflmunica- 
tfons network among the various Alaskan tribes. A central purpose of the organization 
wa$ to alert native villages to the impending passage of a land claims act and to assist 
them in. preparing themselves for itsjmplementation. In 1970, the year before passage, 
Ford gave a major grant to the ANF to employ economists, sociologists, and planners 
to assess th€ opportunities and resources thatrwould be available to local governmental 
units after the claims were settled. In 1972, Ford granted funds to assist the new re- 

, gional corporations and village governments, as well as individuals, to e^iercise their 
rights under the new law. The grant covered technical assistance and planning re- 

. sources as well as support in accounting, legal work, real estate, and training. A -key 
gqal of the program was to identify, resource-rich land for,<icquisLtion in the execution 

of Claims. ' r u ^ 

The Jesuits of the Ford investment will not be evident until after the programs ot 
the regional corporations are fully activated. But the approach appears to be a sound 
one. The sudden availability of land and funds, the distribution of which depended 
upon initiatives taken by local governments, combined with the rapid creation of a 
new system of regional government without the availability of expertise and technical 
assistance could have resulted in the economic exploitation of the nativef by outside 
interests. If the programs of the ANF are successful, on the other hand,nhey promise 
substantial reform of local government (wittrreal community ccmtrol), ttte in^oduc; 
tion of much-needed services into remote communities, and the economic develop- 
ment - to the benefit of the natives - pf vast regions of Alaska. The project is an 
excellent example of philanthropic Intervention after a major legislative enactment 
. with the intent of insuring that the benefits of the law are fully realized. ^ ^ 

Education and Culture 

Another key concern of Indians has been the preservation of tribal traditions and 
culture both in art forms and through the educational process. Here again, the support 
of ,private''Skilanthr6py has been significaat. Grants have been made to individual 
Indian artists and to support Indian crafts on a commercial basis. More significantly, 
groups such as the San Francisco-bas^d Indian Historical-Society have received fund- 
ing for newspapers and jourrt^ls that have become major vehicles for mter-tribal 
O tnmunication. The Historical Society (which has received around $400,000 in grants 
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from The Ford Foundation and additional funds from other sources) publishes a 
quarterly journal bn Indian life, a magazinelor children, and an Indian newspaper. 

In addition, as noted earlier, foundations such as the Carnegie Corporation have 
given significant grants to revise Indian curriculum and develop instruction models 
that will reflect Indian culture or^to support alternative schools that will give Indians . 
control over their own educational institutions. The Ford Foundation has funded the 
National Indian Leadership Training Center to prepare parents and school board mem- 
bers to play a role injedu(Jation policy making, particularly in regard to th'fe expendi- 
ture of federal grant funds. A key organization has been the Coalition of Indian Con- 
trolled School Boards that, over the years, has succeeded in reversing a number of 
BIA policies considered negative.or harmful by Indian groups. Foundations (Carnegie, 
Arrow, Donner, to name a few) have also given grants for scholarships -or to supple- 
ment BIA scholarships - to. Indian students. For a number of years such scholarships 
were^ administered by the^ynited Scholarship Service, an Indian-run organization based 
in Denver. * ' \ 



POLITICAL PARTICIPATION AND THE REFORM OF 
GOVERNMENTAL INSTITUTIONS 

f 

.fhe objectives of the powerless involve a varief^of forms of advocacy and social 
action, but sooner or later all are directed towards political or governmental reform. 
TKe problems from which the powerless suffer would be resolved if the legislatures 
would engage in economic planning, if the nation would commit itself to a guaranteed 
income and a fairer distribution of wealth, if state and federal institutions would treat 
their clients or inmates fairly and with 'decency, Ff the Constitution and the laws were 
adhered to in spirit as well as in letter^ 4nd if political leaders wUling to commit them- 
selves to change and to set the proper rtioral tone were elected.' /|f 
; Even though it is politics and not projects that ^yill evefild^lly' improve the lot.of 
the powerless bjf making the society a more flexiblfi^nd more humarre one, only^7 
percent of all fourrdation grants made in 1972 and 1973 went specifically to questi^s 
of politics and government reform. Philanthropoids have given very few funds to sup- 
^ port reorganizations and rationalizations of local governments or to insure open 
P^eedings. What aid has been given has generally neglected the legislatures, whether 
cij^fccouncils or state assemblies, in favor of the executive branch of government This 
has occurred despite the fact that groups such as the Citizens' Conference on State 
Legislatures ^ave reported bn the dismal state of the state policy-making bodies, 
pointing to their inability to play a fully effective role under the Nixortian dfetentrali- 
zation policies, much less to grapple with their snowballing responsibilities in a manner 
that would benefit the powerless. ' 

This then is an area that has been greatly neglected. There need to beimore grants 
^imed directly at the machinery for governing as well as grants to open up policy- 
making bodies to advocates for thg.disadvan|aged and to broad social analysis. There 
needs to be more advocacy directed at the'^siate capitol (one observer suggested that 
all the Washington-based public interest lawyers who love to hobnob with the Congress 
. should be moved to the states where they are really needed); and abbve all, there 
needs tQ be expanded political activity. T / / J / 

This section describes two program areas where philanthropy (primarily the founda- 
tions, with some church and recent corporate assistance "for voter .educatldn) has 
, supported efforts that directly affect government. The first and most important of 
these is voting rights and education: 'assistance to those who have been denied the 
^ franchise, accompanied l?y hard-nosed le*gal challenges knocking down barriers that 
Inhibit the exercise of the^vote. This area of activity has not only greatly increased 
O ;k vote* in the South but has also led to challenges to unfaiKapportionment 
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. and .election methods across the cou^itry at all levels of government. The second case 
15 the^^hool finance reform movement begun in the late 1960s. This effort is one of 
the f^NV. where broad philanthropic aid was made available to challenge src?^^ taxation 
and^resource distribution schemes for supporting the public schools (the largest area 
of sute and local funding). Unlike other activities that had a substantial legal com- 
ponent, the school finance reform movement gave as much technical assistance to the 
legi<fatures as to the courts. . .. • 

There are, of course, many other examples of philanthropic giving m regard to 
political participation and government reform. Individual donors have supported 
V Common Cause to become a Jeading advocate for open and faii;^governmental pro- 
cesses at.ttie state and national levels. The Eagleton Institute and' the Citizens^ Con- 
ference for State Legislatures as well as the newly farmed National Legislators Con- 
ference have received substantial foundation support to restructure state legislafive 
proceedings, to upgrade interim sessions or improve committee systems, to introduce 
planning and oversight procedures, to enlarge the legislatures' activities, preventing 
incursions on their authority by the executive, and to begin to place before the Con- 
gress the views of state legislators in regard to federal policy deliberations that affect 

them. , 

In addition, considerable support has been given to attract young talentno govern- 
ment careers through fellowship or intefn programs in state and local, as well as 
federal, agencies. Somewhat similar support has been given to organizations l.ke the 
Institute for Educational Leadership that Support publi<: leaders in fields such as 
education, keeping them abreast of new issues and creating lines of communication 
between them and their cciunterparts at other levels of government. 

Funds have been given to support studies of all l<|nds dealing with government 
performance, to measure outputs by public.agencies, to develop evaluation schemes 
for programs that provide social services, to create decentralization models, and a 
host of others. But the^preferred form of giving remains projects focused on special 
subiects, such as educatlfej?, health services, or the criminal justice system. As noted 
throl]|hout this paper, these projects, where successful, provide the underlywg data 
for subsequent legislative decision(^d indirectly contribute to governmental reform. 
But mort do notThe basic institutions of government th^t alone can bring the change 
that grantors and grantees alike claim to *eek remain largely ignored. 

Voting Rights and Voter Education 

In 1962 only 1.5 million Blacks were registered to vote in the southern states. In 
1972 after substantial foundation assistance to programs for voter registration and 
voter educatloiyand to support legal challenges to unconstitutional barriers to voting, 
this number was increased to 3.5 million. Furthermore, these registration gams were 
directly translated into political gains. .In 1965 there were less than 100 Black elected 
officials in the 11 states of the South. In 1973 there were 1,144, ajnore than tenfold 
increase.^ ^ At the same time, a series of legal decisions had been^3||fii that eliminated 
a range of barriers to voting and that equalized the votes of minorities, once cast, by 
imposing a standard of "one man-one vote" on state and local apportionment schernes. 

The'se changes were effected through the persistent and diy^fsified efforts of a num- 
ber of foundation-supported organizations that included various state human relations^ 
councils, the NAACP and the NAACP Legal Defense £und, CORE, the ACLU, the 
Lawyers' Committee for Civil Rights Under Law, and others. But perhaps the most 
central role was played by the Southern Regional Council and its spin-off, the Voter 
Edcitation Project. - . ^ . r ^ r 

in 1956, the Southern Regional Council, with the support of the Fund for the 
Republic,^ ^' conducted a survey of Black voters that was the first of its kind since 
1947. In 11 states the survey examined on a county-by-county basis the number 
of Blacks registered, the legal and administrative provisions affecting Black registra- 
O m- the extent of discrimination and intimidation of would-be Black voters; the 
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presence of "apathy^ as a cause of non-exercise by Blacks of the franchise; the actual 
number of Blacks v6ting,»the effect of voting on the community status of Blacks; and 
the relationship of the individual Black's registration to vote to characteristics such as 
his level of education and ecpnomic status. 

The.results were alarming: only 25 percent of the eligible Black voters were regis- 
tered. In county after county throughout the South registration was effectively barred 
||i -^.by-.'Jegai and practical impediments such as the poll tax, complicated literacy tests, 
oraf examinations that required an interpretation of the Constitution or the laws, the 
refusal of voting registrars to assist Blacks and, in some cases, threats and intimidation 
of-^ould-be Black voters. In many counties where Blacks comprised the (najority of 
the^population, there was no registration at all. I 

In 1957 Congress enacted the first Voting Rights Act (4,2 U.S.C. 1$71pThe act 
proscribed interference with the right to vote in any general, special, or primary, 
election for federal offices by private individuals or by persons acting under color of 
law. The Attorney General was given a right of action to prevent acts that would de- 
prive persons of their rights under the act, and the federal courts were given jurfsdic- 
tion to entertain such proceedings. At the same time^ a federal civil rights commission 
was created to develop, ^mong other things, statistics on the exercise of the right to 
vote by minorities.' At the time of passage of the bill, there were no' Justice Depart- 
ment or other official records concerning Negro registration or voting levels any- 
where in the government; (leavy reliance was placed on the SRC figures. 

In 1959 and thereafter SRC issued updates of its findings, serving as the nation's 
only source of evidence on the incidents of discrimination against the Negro voter. 
(The role of developing the underlying data and case materials for public action - and 
then subsequently monitoring public performance — is one of the most effective 
modes of action for nonprofit social action groups.) As its work progressed, SRC 
received more and more appeals frob communities and individual voters throughout 
the South who reported atrocities by white officials obstructing the Black vote and 
who sought help in preventing such abuses. . 

In 1962, SRC launched the Voter Education Project with funds from the Taconic 
Foundation. Stephen Currier, the head of the foundation, played a central role in 
assemblying the key players for tfie project and developing a unified strategy. The 
'result was a joining together of all the principal civil rights groups active in the South, 
along with state human relations councils and local organizations, to assist Blacks vAth 
voter registration.^'' The VEP Project parcelled out funds to local civil rights groups 
tfiat provided direct registration services; in addition, it played an informational role, 
publicizing to the nation the feedback it received from its registration efforts. By 
October 1964 the VEP reported that 698,000 new Black voters had been added to 
the registration lists of the 1 1 southern states. 

The following year, after Martin Luther King, Jr.'s historic march from Selma to 
Montgomery and after the brutal treatment afforded would-be Black voters in Selma, 
the Congress passed the Voting Rights Act of 1965. This act broug[it all elections 
(not just federal) within its reach and further secured the right to vote by providing 
new protection and enforcement mechanisms in states where the registration of 
Bl^ck voters fell below a certain percentage of the Black population. It provided for 
the development in those, jurisdictions of statewpj^ plan& that required the approval 
of the Attorney General, and in addition pcovidec^ for (1) suspension of the use of 
li^racy and other tests and devices that fed been used to deny the right to vote on 
account of race and color; (2) the appointment of federal examiners in such areas to 
register persons qualified to vote under state law in st^te, local, and federal elections 
(except where such state law is siTSpended by. this act); (3) the grant to the federal 
^courts of the power to enforce the Fifteenth Amendment by authorizing appointment 
of .examiners landing the outcome of litigation challenging the Fifteenth Arfiendment 
violation; and (4) the provision of civil and criminal remedies. Again, evidence and 
data drawn from SRC's VEP^ provided dramatic evidence of the need for such legis- 
lation. 7\ 

y le 1965 the second thase of VEP was launched, with additional support from 



the New World and Field Foundations. The new Voting Rights Act gave;the project 
added impetus and provided it with leverage to compel changes in localjegistration 
practices. By this time VEP had expanded to include classes for voters that provfded 
instruction on the use of voting machines, on the responsibilities of citizenship, and on 
the structure of state and loc^l government. It also provided training for newly elected 
Black officials who had previously had little contact with government and little, ex- 
posure to the legislative process. * 

Since that time, VtP has expanded its reach and chalked up an impressive record 
of voter activity. In the latter half of the 1960s, the larger foundations, including the 
Carnegie Corporation, the Rockefeller Brothers Fund, ao.d The Ford Foundation, be- 
gan making contributions to.the project.'* Ford made grants totaling more thaiv52 
million over a six-year period to the>ro|ect.' ^ Although the prefect has diversified 
Its activities to include a range of assistance to Blacks seeking increased political 
participation, its major activity remains voter registration and endoOragement of actual 

voting. > . • ♦ I 

Once again, SRC's VEP cleannghouse and data collection services were instrumental 
m the congressional debate conducted in 1969 that led to a five-year extension of the 
Voting Rights Act. SRC's publication, the "South Today," pointed out in 1969 that 
'•nothing less than the political future - and with it, much of the social and economic 
future of Southern Negroes - is at stake" in the renewal of the.voting rights legislation. 
-^VEP provided data on the gams achieved during the past five years and documented 
the problems remaining, showing their uniqueness to th^ South. Today the federal 
voting rights legislation is again up for renewal. In addition to the voices speakings on 
behalf of Southern Blacks, there is strong pressure to pass similar legislation to assisj^' 
the Spanish-speaking to become aptive voters, particularly in the Southwest. 

There is no question that the 1965 and 1969 voting acts were of crucial importance 
to expanding the Black vote. But without the activities of VEP and the foundations, 
the full potential of those laws would probably not have been realized. The voting 
rights program in the South, aided and abetted by phHanthropy, has probably pro- 
duced the most dramatic results of any of the efforts discussed in this paper It has 
brought Blacks into the political life of the South and consequently of the nation by 
more than doubling the vote; it has produced aVoup outUanding Black political 
leaders and elected officials, and it has produced equally important but less measurable , 
changes in the kind of white politician who has been elected*in recent years to lead 
the South. As far as philanthropy is concerned, the lead was t^ken by one smal^ 
experimental foundation, followed by two or three others of similar character and • 
then when the development stage was over and th^e .risk greatly redMced, by the 
intervention of foundations with greater assets. Today with the- obstacles to. the 
Black vote gr^satly reduced, VEP appears to Kave little trouble raising funds. 

The education effort in this field did not stand alone. It was accompanied by 
vigorous legal activity Jed first by the NAACP's Legaj Defense Fund and joined latter 
by the ACLU and tRe Lawyers' Committee. These groups helped to strike dovyn many 
of tfee unlawful practices that were relied upon tol^revent Blacks from registering and 
voting once violent tactics of resistance were replaced by more subtle stratagems. 
They also helped to expand the one man-one vote principle established in Baker \i. 
Corr to cover st^^te and local elections as, well as national elections and to prevent the 
application of new laws that sought to get around the equal voting pj-inciples by 
weighting or diluting votes as a means of undercutling the Black franchise. 
: And as indicated above, the movement has spread to other areas of the country to 
provide Assistance and pro(ection to other minority groups. The National Urban 
League in the cities, the League of Women Voters, and others promoting the youth 
vote" have all played a role in expanding the voting lists. In the Southwest, the Mexi- 
"can-American Legal Defense and Education Fund has followed the lead of the legal 
groups active m the South in breaking down barriers to the Chicano and fndian voterl 
Although many iessoni^an be drawn from philanthropic activity in this area, one 
IS particularly clear, charitable grants produce jneasurable and concrete results when 
© hey are directed to assisting individuals in the exercise of a personal right and when 
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they are based on strong local organizations that have a solid and sizable constitu- 
ency. 



School Finance Reform 



Although most of the areas where philanthropic grants have produced marked and 
relatively short-term successes have involved the exercise of individual rights or the 
support of emerging new leadership talent, there is at least one area where substantial 
gam has resulted from more complex, structural reform efforts. In the mid-1960s, con- 
ceptual challenges to the nation's method of financing its public schools were pub- 
Jished in two distinct scholaHy works. Rich Schooh, Poor Schools by Arthur Wise and 
Private Wealth and Public Education by Coons, Clune, and Sugerman.^ * 
N These works noted that the nation's $50 billion public schod budget was based on 
taxes that^were inequitably raised^and that were distributed in a manner that com- 
pounded the initial inequities. Instead of the American Ideal of equal educational 
opportunity, the finance system underpinning the'public schools<nade the amount of 
money available for each chiid*^ education dependent upon the wealth of the com- 
munity in which he lived. Because school funds were raised from property taxes, 
children from property-poor neighborhoods received less funds, despite their often 
greater needs, than children from property-rich neighborhoods.^^ The schools simply 
reinforced existing class distinctions. 

Both Coons and Wise suggested that this method of financing might violate the 
Fourteenth Amendment's guarantee of equal protection. Coons went further in 
ahiculating a specific standard of school finance. He postulated that under the Consti- 
tution, at the very least, the quality of a child's education could not be dependent 
upon the wealth of the district in which he resided. Both authors concluded that 
antiquated state laws would have to be revamped if public school resources were to 
be fairly. distributed. 

"Spurred by these writings and by the efforts of James Kelly, a foundation program 
officer, The Ford Foundation initiated a series of grants that have oVer a ten-year 
period revised public thinking on school financing schemes and resulted in substantial 
refornri of individual state laws. In later years Ford was joined by other foundations 
including the New World Foundation, the John Hay Whitney Foundatior^ the Carne- 
gie Corporation, the Spencer Foundation, and the Southern Education Foundation, 
Inc. Recently HEW's Office of Education has followed the lead of the/ foundations 
and made grants or issued contracts to support research in the field. 

Ford has given more than $5 million in this field. Its grants have ranged from a 
contribution in 1967 to the National Urban Coalition (NUC) to provide a^tailed 
analysis of the method by which the State of Michigan funded its schools, to grants 
to the same organization to support the development of community coalitions in 
California, Texas, New Jersey, and elsewhere organized to assert the interests of 
Blacks, Mexican-Americans, 'and other disadvantaged or minority groups into the de- 
-Sign of new financing formula, to grants to legal groups to litigate or develop new 
legal theories for challenging unfair financing schemes. 

The dat^ developed by the NUC's Michigan grant were utilized in a major federal 
court challenge brought by the Detroit school board against the state. Although the 
suit was eventually dropped, the issues it raised and the case it developed were im- 
portant factors in the subsequent redraft of the state's finance laws championed by 
Governor Milliken - and ultimately passed by the state legislature. The second NUC 
grant to Support community groups resulted in large part in the recent commitment 
of the Governor of Texas to make edi^cation his number one priority; in the blockage 
of state legislation in New Jersey an^i in Texas th^t did not make adequate provision 
for the urban poor; in a n&w California ^school finance law that increases state expendi- 
tures by $1 billion; and in other education-related reforms, More important, new, 
self-sufficient bases for community iijvolvement in education policy making have been 
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Other groups that have received foundation support in the school finance" area are 
the Urban Institute in its analyse^ of the deficiencies in a number of state laws; the 
Education Commission of the States in its work with state legislators to assist them in 
understanding the complexities Of school finance and in drafting better ^aws; the 
Eagteton Institute of Rutgers University in its work with state legislative oversight 
committees, helping the education committees of state legislatures to assess on a con- 
tinumg basis the impact of their finance laws (as well as other laws pertaining to educa- 
tion), the Lawyers' Committee for Cfvil Rights Under Law in its effort to coordinate 
and Improve the effectiveness of the rapidly expanding court challenges to state 
'school finance laws, and the Childhood and Governance Project at the University of 
California at Berkeley m a multi-disciplinary program thai, among other things, has 
provided extensive research for the legal challenge to the California system of school 
finance (Serrano v. Pite^st) and has provided the basic conceptual framework for a 
number of alternate systems for funding public education. 

In addition, the foundations have funded projects such as the League of Women 
Voters in a multi-state clearinghouse activity that keeps interested citizens and offi- 
cials informed of school finance developments; the Florida Citizens' Corpmittee on 
"Education which worked with the governor's office in producing a study of the 
overall problem*^of education in the state (resulting eventually in reform legislation 
for school financing),, and various legal groups involved in litigating school finance 
inequities in the state courts and/or working to implement refocms once favorable 
court decisions have been rendered. 

Despite the number of organizations active in the field, there has over the past 
decade been little rivalry and much cooperative effort and complimerttariness in the 
work done, by each. Although each of the contributing foundations has added to the 
diversity and cohesiveness of the effort, there is little question that The Ford Founda- 
^on has played the lead through its persistent ''entrepren^rial effort." 

The results of the range of grants in the school finance area have been significant. 
A system that absorbs anywhere from one half to one third of state and local govern- 
mental budgets has been examined and "taken on" by civfc groups, minority organi- 
zations, governors'* offices, and legislatures, despite ^rts complexity and previous 
obscurity. The problem of how the nation finances its schools has become a central 
political issue that will dominate state legislative cfebate for the next 5-10 years. The 
foundations did not abandon the issue after the first successful court battle, nor did 
they withdraw support when the issue reached the front pages of the major news- 
papers. They persisted in the tong haul and, according to all indications, are still 
committed. 

The returns are not yet in on school finance reform. But the results so far 6re 
significant. It is one of the few philanthroprcaHy, supported movements that has 
focused on the states and their laws, rather than on federal p/ograms. (Generally, 
there is a serious lack of state-level advocacy programs on behalf of the powerless.) 
When the reforrti effort started, only 5 t b 1 5 states did not have a structural school 
finance problem. Jhe remaining 30 to 35 states, comprising 75 percent of the nation's 
population, had substantial problems varying in degree of severity and complexity. 
As ot early 1975, at least half of the latter states had either passed reform legislation 
or were in the midst of a legislative battle over reform as a result of political leader- 
shfp or court action.^'* ^ . ^ ^ 

In addition to the concrete legislative gains, the groups that have been active in 
the school (j/lancfe reform have developed new capabilities for grappling with educa- 
tion policy making generally. By mastering the complex financing laws, they have 
become familiar with the overall structure of the education system and with its legal 
underpinnings. The school finance reform movement has stimulat84j rangeTof educa- 
tion advocacy programs examining the accountability of school systems, the relation- 
ship of quality education to funding, the schools* refusal or inability to teach children 
with specral learning problems, and a host of other issues.^ ^ 



REVITALIZING RIGID INsilTlTnONS TO SERVE THEIR ' 
^ CLIENTS OR MEMBERS . , 

fn the past decade a range of phllanthropically supportecf /rfganizations, particularly 
•'advocacy'^ projects, have made remarkable gains in reversing repre^ive, corrupt, and 
discriminatory practices on the part of major institutions. Most, but not all, of these 
have been in the public 'sector. Examples have includecl prison reform efforts that 
through the courts and the legislatures have helped to reduce brutality in prison set- 
tings and to i;itroduce an element of due process -in the handling of prisoners; litigation 
to end the therapy-less warehousing of mental patients,' especially institutions for'dis- 
turbed children (the work of the Washington-based Mental Health Law Project has 
been particularly noteworthy in this area); the ACLU's military justice project that 
through careful challenges to mijitary tribunals has halted the widespread Issuance of 
less than honorable discharges that have in the past ruined career and personal develop- 
ment opportunities for thousands of veterans^ and the pressures exerted by a number 

' of local groups to ftaJt police brutality and intittiidatibn/^ 

Sometimes these programs have r^ulted in the closing down of the abusive institu- 
tion and the creation of improved aJWrnatives; sometimes they^have resulted in new 
laws setting standards for the institutions' performance,sancl occasionally they have 
resulted in entirely new leadership of the challenged institutions. Often they have 
simply forced recalcitrant administrators to abandon their most offensive.practic.es.* 

"^The following brief case history; describes one of the more successful campaign^ to 
return a rigid, unresponsive institution to its proper course. It was selected because it 
is one of the few such^effort5 directed at an institution in the private sector, the 
United Mineworkers Union, and because its achievements "were sufficiently broad to, 
produce major and lasting results. , / * . 



Union Refor^: ThejCase of the United Mineworkers 

. ffl 1968 the United Mineworkers Uoion was one of th^^mdst rigid, corrupt unions 
in the country. Its leadership had fallen into the ways of petty tyranny and cronyism 
with the leaders of the industry. They used the uniorffor theii* own purposes rather 
T^an those of the membership and preyed upon the mineworkers' multi-million-dollar 
^ pension fund, a legally indepenc^nt entity, at will. The result was inadequate medical, 
safety, and other protections and a deficient salary structure for the union's 200,000 
merpbers. Corruption in the union affected the entire climate of life in Appalachia 
where much of politics and life are dominated by the coal industry. 

Duringr the enduing six years, a series of events occurred that has resulted.^ re- 
birth of the union, and the turning of its resources* and power to the service of its 
members* These events were greatly assisted^y the contributions of a small number 
of foundations. In; 1969 the union leadership was for the first time contested by the 
emergence of Jock Yablonski and a slate of ll^ssident" miners to challenge the regime 
of then-president W,A. (Tony) Boyle. Although Yablonski was brutally murdered by ^ 
hired killers (later Kyjnected to Boyle), his initiatives led ultimately to the overturn 
of the Boyle election and a new election thSi placed a reform slate headed by Presl- 
.clc|it Arnold Miller in control of the union. 

Volunteer- and foundation-supported grouj)S including the Appalachian Volunteers, 
the Miners for Democra<^,iarad others such di^,^, Miners' Voice began organi2fing, or 
sp^king^put and writing, Ugainst the hardsWps of the miner's existence' and the' 
iniequities anB illegalities wimnr^the union. AT the same time, a series of legaf chal- 
It^ies were t|iitiated, largely by attorneys from Washington, D.C., that resulted irt an 
entire housecleaning of UMW leadership and in the reform of its mammoth welfare 
arid retirement fund. Fina(ly, z$ the new leadership gained strength it succeeded, in 
n;^^,;^g of last strongholds of anti-unior? resistance in Kentucky's Harlan 
>"the Brookside^Mine owned by the Duke Power Company. 



ERIC 



178 



1140 ' • . ' I. 

The turning around of an old and rigid institution tliat had Ic^Uits "^'"ion was ac- 
complished primarily by new, coWageous leadership. The chaiiges were however, 
-gSy facilitated by private groups and individuals who received philanthropic sup- 

"^The foundation assistance represented a total investment o^|'7der-$200 000; the 
ma,or participants were the Norman Foundation, OB), the Kaplan F;'"^ Je S^^^^^^^^ 
Fund and the Field Foundation, with some assistance from individual contributors. 
- The main recipients of the flinds were the Washington Research Project and The 

• Youth Pro,ect The latter supported the Miners' Voice, Providing a crucial alternate 
/ voice to the B.yle-controiled union newsletter. The former M.tially utilized genera 
f support funds to financ'e the lawsuit that challenged the adminlstratiorvof the UMW s 

Welfare -and Retirement FuKd''' (th6 suit was later transferre^ to a private law firm 

• when Karry Huge, the litigator, left the WRP). The WRP subsequently served as a 

• Conduit to7suppo;t to the Miner's Project, headed by Joseph Rfuh, Jr., and- Joseph A. 
Yablonski Ir son of the murdered leader. i . ... 

V • The p nsloid suit resulted in a judgment of $6.7 rt^ill^on n damages for d.s- 
abled and retired miners who had been denied adequate benefits (or any bene ts) by 
- the maladministration of the Welfare and Retirement Fund; equally important it 
• resulted in the subsequent restructuring of the fund in -a manner that has separated 
J it totilly from the union and enabled it to become one of Labor s more PJ0f'^^?l^l 
•^-'-^ and effectively run^pension funds. The efforts of Rauh ^"^ yblonsk, re u Ited in a 

• deckration that.the\eelection of Boyle was in violation of NLRA standard , in the 
ordering of a new-ductTon monitored by federal electioh officials, and in the termina- 
tion of a%mber of illegal and corrupt practices previously engaged in by the union 

( '^'Spedfically, these suits accomplished the. following: insured the right of the 
-Yabionski people to distribute literatur(*to union members; requested the reinstate- 
ment of Yablonski after he was fired from the union for running for office; sough to 
\nZe equal coverage in ttie mineworkers journal for his candidacy; insured fair elec- 
tS procedures; sought to have the union officers accused of . legally taking funds 
f om the treasury and to compensate the unipn for misuse of funds; intervened on 
behalf of Miners for Democracy in the suit filed by the Secpetary of Labor to have 
Boyle's election set aside; and successfully , prevented expulsion from the, union of 
reform members on charges of "dual unionism." / .iM\M!niQ74 
■ Udder thd direction of its new officers, headed by Arnold Miller, the UMW in 1974 
- neeo'ated one of the most favorable union contracts of the past f^w years. It pro- 
S annual ^lary increases over a three-y.ear period oMO percent, -th^n 4 percent. 
. IS percent for the miners; guarantees safety and other benefits; and increases 
/subsSntia 5 industry contributions to the Welfare and Retirement Fund. The union 
leadership has taken the'union back to.the membership creating c ose ties to mmers 
n tfie coal fields pressing for strict enforcement of federal legislation designed to- 
pro te t mf-lewofk' rs (such'as Black LungJbenefits, worker safety standards, and other 
laws) and developing a broad range of programs to meet the needs of the wor|<ers 
- Ttie Phil mhropjcally supporte/reform efforts" that contributed to the overhau 
of the UMW represent an exceller t sense of timing and willingness^ go with strong 
Sew leadership: The return op th^ investment has been far l?eycmd .^^at -s norma y 
accomplished with foundation p ograms (except where U rge government fund are 
■ SaS By supporting a few keV battles that might not ^ave been fonght or fought 
J as sSssfully without outsfd% funding, the foundation grants made, 't .POSsS^le to 
, * '^-redirect the multi-million-dollar UMW general budget ?s well as the i99 miflion budget 
of the Welfare and Retirement Fund to provid-e .essential services and representation 
for miners and their families". ' ' , . i_ • 

There is no question that a large foundation sucti as Ford could not become in- 
volved in such an issue without accusations of politicking being leveled at it . Bu the 
-smaller foundations realized that their assistance to miners to exercise their r ghts 
vis-a-vis theiV own institution tjiat had v^tually abandoned them was as legitimate-an 

erJc .11 ' ■ '■i79r ' ' 



object, of charitable largesse as the many programs designed to help minorities, women, 
and others "get their due*' from public agencies. 



. ^ \ ' / . V 

A SPECIAL LOOK AT CHURCH AND CORPOjlATE GIVING 

This section reviews recent developments in the kinds of assistance that church 
groups and corporations have made 'to the powerless. These two categories of donors 
are given special attention because much less is known about their activities among 
the philanthropic community, among grantees, and among the public at large than is 
^ known about foundations and because most of the projects and case studies described 
' above have received their support principally from foundations. The sample in. many 
w^ys does not do justice to church and corporate giving. 

0 

/ The Churches 

There is no central repository of information concerning the contribution made by 
the churches over the past few years to aid the powerless.^^ Apart from reviewing 
" grant lists of "speciahfunds".and interviewing church personnel, it-is difficult tp get a 
handle on this substantial segment of aid. In fact, this area might well merit fur 
research^by the Filer Commission or by any organi^atioa subsequently established^ as 
a result of its work to oversee philanjfhropic activity in American society, pr^tollow- 
Jng is a necessarily superficial and broad-brush treatment of some of the a<:eas of pri- 
mary church activity. ' ^ 

Church contributions in terms of manpower, mone>, and tedimcal support vary 
substantially by denominaticm' and by programmatic subjecj^rfiatter. All churches pro- 
vide extensive social and community servlces'to their mvn members and with special 
assistance directed to poor members. Beyond that^iome churches have -delit^e^ately 
^^and substantially reached djt'Beyond their owp^^ple to address the problems that 
plague the society as a vyhole. The past d^e^e has seen a unique phenomenon in 
church, as in other areas of philanthropy^ an effoi^to redirect church contributions 
of all ^inds to alleviate the depriva^k5ns of minorities and other powerless groups. 
Ceptral to this effort has been the creation of special funds that have made direct 
grants to assist such groups. Otfier, mor^e traditional, aspects of church giving to sup- 
port the powerless have ^^Aduded welfare or special relief programs and projects to 
reorient the United Sut€s frqm.mllitaristic to more peaceful foreign policies. ' 



Special Funds^ 



several hundred thousand 
the powerless. They [were 



The sfrecial fundi are national-level funds, ranging frofn 
to „million fiollars, that aije specially earmarked for 

crwted arouhd 1966-1967 for |a variety of reasons, which varied by denominaltion. 
'H'hese Inducted a desire to ma1ce available a pool of church resources to rhinority con- 
, trol; an effort t6 dramatize a broad appeat thrdughout church memberihip; and the 
Creation" of a process whereby people In local communities could begin to identify 
their needs and to organize to address them. 

The principal special funds today are the Presbyterian Church's National Commit- 
tee on the 'Self-Dev.elopment of PecJple; the Methodists' Fund for Reconcilation aqd 
Fund for Religion and Race; the United Church of Christ's Committed, on Racial 
Justice ar\d its ^ffice of Communications;''^ the. Episcopal Church's Community 
Action and Humah Development (CAHD) program (previously the General Conven- 
^'^'Q'^'ChlPtogr^n\f GCSP);''* and the Catholic Church's Campaign for'-tiaman 
^nent (The Campaign). In addition to these generafpurpose funds, three de-l 
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nominations - Presbyterian, Episcopalian, and Methodist - also established organiza- 
tions in 1968 specifically aimed at assisting minority entrepreneurs.''^ 

A look at tbe Episcopal fund^ will indicate the general structure of these opera- 
tions. The ir\itial fund, GCSP, g^ive away more than $1 million per year. (In one 
observer's words, *Mt tried to do too much too soon.") CAHD, the successor organiza- 
tion, in 1974 had' an operating fund of $34,000 and ar grant capacity of $650,000 
representing approximately 5 percent of the 1974 general church program budget. It 
IS administered by a 10-member commission composed -of 7 members representative 
of the Black and poor communities, elected by the exe,cutive council; 2 members of 
the executive council and the presidfng Bishop, as chairman. Organizationally, CAHD 
IS under the umbrella of the church's Mission Service Strategy which includes several 
other programs also directed at minorities. These are the Episcopal Asiamerica Strate- 
gies Task-Force (EAST), the Episcopal Commission for Black Ministri^es (ECBM); the 
National Commission on Hispanic Affairs (NCHA); aad the National Committee on 
Indian Work (NCIW). 

In many ways the funds operate along the foundation pattern^ but without some of 
the restrictions that characterize that pattern. A^ unique aspect of church-fund givrng 
"nhatr distinguishes it from foundations is its ability (not always exercised) to support 
organizations that do not have 501 (c) (3) tax-exempt status. Am9ng other things, this 
provides community groups with start-up funds prior to the time^hen they can raise 
money from their membership or other sourcel — - ' 

Althougb each fund^ is an independent entity that reflects the philosophy of the 
parent church, the work of the funds is loosely coordinated by the Joint Strategy in 
Action Committee. The committee coordinates fuhd and mission programs in certain 
areas and publishes, a newsletter, the ''Grapevine," to keepi grantors informed of new 
developments in the areas of their giving. ' • . 

If it is possible to identify a single^area that has received the greatest support of 
church special funds it is that of local corhmunity organizing around civil rights issues, 
corporate abuses, ancf a variety of public interest issues. Among the major community 
organizations that have received church support are FIGHT in Rochester, BUILD 
m Buffalo, the Woodlawn organization in'Chicago, the Guadalupe organization near. 
Phoenix, Arizona, and the Mission Coalition Organization. These groups through a 
variety of advocacy tactics have worked to improve the public schools, to upgrade 
public service? and housing and the terms upon which they are made available, to open 
up the political process, and to ec|ualize the hiring and other practices of private 
corporations. - ^ - ' 

In addition to major multi- faceted communi/y organizations, the churches have also 
given fonds to a broad range of smaller community organi2&tions that have worked 
to improve local conditions. A review of one church fund's grant docket, for example, 
shows grants during 1974 for such purposes as ''classes, workshop and counselling 
activities in the areas of drug and alcohol addic.tion arid rehabilitation" in Orangeburg, 
South Carolina, "a project to carry out Investigations and collecting information abgut 
discriminatory wotking conditions against Asians in Alaskan canneries"^ based in 
Seattle, Washington; and a grant to an organization in St. Just, Puerto Rico, that 
deals "with action programs to eliminate the problems common to the working peo- 
ple." Another church grant list includes a grant to Savannah, Georgia, *'to strengthen 
the ministry^ of a Black church to a college campus, an inner-city low income area, 
and a ryral mission a grant to Rice Lake, Minne^ta, ''to enlarge and irfiprove the 
Community Hall of this mission church serving a small Indian community, and needed 
for everything from classrooms to wakes "; and a grant to Birmingham, Alabama,^*to 
pay for a suff lawyer who will assist the Black community as it seeks legal solutions 
to its problems." i ' H 

In addition to the special funds, (individual parishes or temples With well-to-do 
congregations or individual members [frequently have their own giving programs. A 
good example of this is the multi-millfor^-dollar program run by Trinity Parish in New 
^ork City. As noted elsewhere in this report, in addition to a variety ofjocal grants iri 
^ "lew York City, th0 South and elsewhere. Trinity has recently ^supported a litigation 
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program to equalize public services. Another example is the Episcopal Diocese of 
Rochester's Margaret Woodbury Strong Fund which over,a two-year period gave away 
more than a half million dollars. In fact, the total contributions of lower level judica- 
tories, conferences, congregations, and temples greatly exceed ther resources of the 
QationaWevel special funds/"* Tjie significance of the latter is their national scope, 
their pace-setting rote in relation to lower-level grant making,Snd their greater capacity 
to provide church- wide education on the issues addressed. 

One final form of special fund deserves mention. In the mid-1960s several Protes- 
tant, Catholig, and Jewish denominations joined together to form the Interreligious 
Foundation fpr Community Jirganization (IFCO). IFCO was designed to provide 
direct assistance to community organizing efforts around the country devoted to social 
justice. Today the* organization has* expanded to include international ^ood pro- 
grams and has achieved a high level of credibility in its domestic operations. 

In 1974, IFCO made grants totalling $260,286. The major donors were the United 
Presbyterian Churctr of the USA ($148,000), the United Church of Christ ($47,660), 
the American Baptist Church ($25,000), and the Disciples of Christ ($20,000). Other 
contributions were made by foundations, local) organizations, and at least one corpor- 
ate-contributor (Singer). In IFCO's words, its grants .went to assist "hungry people 
In AiYierica and througfiout the world; farmworkers of America; unemployed of 
America" and to provide "justice for all Americans, training of community organizers 
and cooperative social change activities with churches and technical assistance.*' A 
major IFCO project in recent years has been the creation of the Black United Fund 
"to raise funds from Black communities for Black priorities." 

Finally, the community organizing granTs of the funds are often supplemented 
by the work of special ministries - urban and rural ministries, education^tftinistries, 
or unique "efforts such ^s the National Farmworkers Ministry. The Farmworkers 
Ministry, for example, is a $200,000 per year operation administered by a board 
representative of a variety of religious orders and denominations that runs a program 
of worker-priests who are assigned to specific aspects of the farmworkers' movement 
throughout the We^: 



t 



The cpntributions of the special funds have been of great significance to a large 
number of vital grass-roots organizations. Today, the future of the funds is in doubt. 
This is due principally to the downturn in the economy and the consequent reduction 
of Church resources available for such, purposes, ^t is also due in part to less enthusiasm 
oh the part of church memberships iror assisting the powerless and in some cases to 
questioning as to the extent to which the funds have had any substantial effect in re- 
forming the overall commitment and operation of the church body itself, or whether 
they haven't been a more liberal appendage to an institutidn that, in its reflection of 
the rest of the society, has not yet made a full commitmqit to the welfare of all 
the people/* . < ^ ' 

Geijcraiwyfad Support r ^ I 

Ecuniefijcal support^ of settlement houses, homes for vagrants and the down-and- 
put, facilities for troubled or homeless children, hospitals and other institutions that 

^ serve the poor has gope on fof decades ^nd has continued to the present Some 
churches have administere'd entire hospital chains such as the Presbyterfanfjp Appala- 
chia and the Catholic Sisters of Mercy on the East Coast. In addition, a number of 

, churches have given special aid to migrant workers that in later years^ expanded to 
include Spanish-speaking community orgatiizations. Similarly, churches have been 
key in refugee resettlement activities in the U.S. and abroad. Domestically, this hk 
included, substantial support to Cubans, to people from the Islands and, jnore re- 
""^'Q " "0 the Vietnamese. Often government support follows the church lead. j 

|^|^(^yr relatively uhpublicized ^j^g^^ churches has been assistance to^ 
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veterans returning from the Vietnam War, as well as assistance to draft-age people 
conscientious ob)ecto|fe and young men who refused to fight and moved to Canada 
or elsewhere outside oT the United States. In many instances, the churches have been 
able to respond more promptly and in a more flexible manner to such needs than have 
other segmentTof philanthropy. 

Peace Activities 

Another ma|or area of church support has been peace and anti-military activity 
This subiect matter has not been treated directly in this paper ^because its benefit 
inure no the society at large and not just "the powerless." However, it has special 
relevance to the latter group because minorities and the poor cornprise such a lai^e 
segment of the nation's military manpower and because the nation s heavy economic 
investment in the military has fcecial impact on the poor. , • . u - 

Church funding was given jb a variety of anti-war groups, many of which have dis- 
banded as a result of changed international circumstances. Examples of church sup- 
ported programs that have continued include Clergy and Laity Concerned, an organi- 
zation that began as an anti-Vietnam/Cambodfen War effort and more recently has 
shifted to more general military targets (for example, the group is currently working 
to kill the DOD investment in the B-1 Weajjon's System); and the National Counci 
of Church's C^porate Information CentenThe latter is a broad-based church effor 
that analyzes church investment portfolio's With the intent of influencing investment 
polices to prevent ownership of companies with major nriiWtary investments in favor 
of those whdse activities conform with the international and other goals of the 
churches The CICs.work has been' supplemented by the efforts of mdividua churches 
to use their financiaV weight to influence foreign policy issues. For example, church 
groups have sought to reduce U.S. support for and involvement in the Union of South 
Africa because of its apartheid policies and in Rhodesia because of its trea ment of its 
Black population. In some cases, church groups have participated directly in share- 
holder meetings as a means of articulating their concerns and influencing corporate 
policies. • • 

' • The Corporations 

From the pomt of view of the powerless, the philanthropicTcontributions of cor- 
porations are particularly difficult to assess. The basic problem is one of scale or ot • 
nrtorities. The primary impact of corporations on the powprless is not their grant- 
ing programs but the basic role that .they play in the Wican economy. Not^ 
only do corporations provide jobs and salaries to a great majority of tlie society, 
but they also furnish a broad variety of services, shape the physical, cultural, and even 
"spiritual" landscapes and environments of the cities where they are b^szd M 
immense influence on the shape of the public sector at all- levels of government 
throSg^ their political activities, and to a large extent determmenhe distribution of 
wealtb in the societV- In sho'rt, corporate activity \\ an integral part of many 0/ the 
problems that the p^werless'are attempting to fedres^. , -l, ■ ■ ' „^cn 

■ As the following d scussion illustrates, a few colorations are beginning to gi^ P 
and to deal wi* at le ;St some of these realities and Yo recognize them as substantially 
more significant vehifles for social reform than the traditional corporate contribu- 
tions program. 

Background 

Some facts and 1 gures. Since 1935 federal law has permitted corporations to 
Ike deductibns for charitable purposes not to exceed 5 percent of their net income. 

■ of corporations have reached this maximum (examples: Dayton- 
- Cummins Engine Corp.); the average for all corporations since 
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1958 has been around 1 percent of net income; in 1972 it was slightly below that 
figure. Corporations could donate more ttian five times what they are currently giving 
and still take' advantage of the tax deduction.''* 

Th^re are other reasons at least as compelling as the tax break for 5 percent giving. 
One corporate donations officer pointed to General* Motors' low level of giving and 
commented thSt the company preferred to pass the money on to Washington than to 
spend it to rehabilitate Detroit. In his words, "GM's tax dollars were squandered (in 
part) by mismanaged FHA and other federal bousing programs while housing in De- 
troit rotted." Another officer in a similar position statednhat he would like to have 
for his grants program the same level of funding that the corporation had available 
to bribe foreign governments - an item that corporations have often deducted as a 
business expense and that has recently received widespread publicit/. 
^ In dollars, total corporate contributions ranged from* $400 million in 1958 to over 
$1 billion in 1968 and 1969. Due in part to economic conditions annual contributions 
fell below $1 billion in 1970 and 19,71, but they returned to their high of 1969 in 
the next three years. The total level of contributions, however, is not overly relevant 
to^ social action groups or the powerless because, for a variety of reasons, contribu- 
tions to these groups appear to have increased substantially in the late 1960s and to 
have-made small gains since that time. 

^ As yith other donor groups, before ''reviewing some of the excellent contributions 
that corporations have made to the powerless, it is necessary to point out that the 
segment of society that we have defined as "powerless" receives only a small percent- 
age of corporate gifts. That percentage cannot be measured with exactitude because 
neither The Conference Board, the nonprofit organization that keeps track of cor- 
_porate giving, nor individual corporations niade such a breakdown of their gifts. A 
Conference Board survey -shows that 42 percent of total corporate contributions in 
1972 went for health and -welfare agencies and that of this amount the United Way 
(UW) receivied more than half (to put it another way, the UW received-26 percent 
of a// corporate contributions); the remaining funds for health and welfare went to 
hospitals and local health and welfare agencies. 

The second largest recipient gf corporate giving was education, accounting for 36 
percent, the overwhelming majority of which went to higher education. Culture and 
the arts received 4.21 percent of the corporate philanthropic dollar, civic causes 9.33 
percent, and ''other" categories 7.28 percent 

Within each of these categories some funds do go to programs for the powerless 
(such as an art exhibit of Indian artifacts, a United Way-supported drug counseling 
service, or scholarship funds to enable minorities and the poor to attend college). 
Based^ on a number of interviews and extensive stu^ of corporate grant -lists, the 
total figure in each of th^ categories remains small.*. 

Special mention should be made of United Way contributions because of their 
volume. The grantee groups feel that as long as the corporations rely on the United 
Way as their primary link to social causes, they will be tied into establishment insti- 
tutions that prQvlde some relief from poverty conditions but that do not allow the 

aoor to achieve power or political participation on their own (the grantees also suggest * 
lat a number of the UW-supported groups should probably be abandoned altogether). 
In fact, as has been mentioned elsewhere, a Black United Fund has recently, been 
created in several cities with foundation and church support to provide competition 
to tfie UW movement in supporting what the 'Black minority perceives to be its real 
needs. And, in tije. st^te of Massachusetts, the Haymarket Community ttind was re- 
cently launched to support grass-roots organizations in/the New England la^ea. In its 
words, "Unl ke the ^xisting UniteJ Ways, the Haymarket Community FiTnd will be 
committed tj change,' not charity." , T 

The corporations,- on the other hand, view the UW as a useful mechanism. It serves 
as a broker, identifying grantees in the community and handling the internecine 
battles that occur between them from time to time, corporations are ipsulated 
' Q ' iving to make specific grantee s^^lections and at the same time have an efficient 
||^|M(^"ism for colledting and distributing cbariUble contributions. Significant efforts 
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have been made m recent years to make the UW more relevant, but there 15 no ques- 
tion that for the. most part it does not reach the kinds of programs and groups dis- 
cussed in this paper. Rather than attacking the UW, a more promising approach 
appears to be the creation of new kinds of brokers for corporate donors that^will 
reach more diverse groups concerned with fundamental change. A Youth Project for 
corporations might be such a model - as, of course, is The Black United Fund. 

Recent developments. Immediately prior to 1967, corporate contributions hov- 
ered just below the $l*bil!ion level and focused on colleges, hospitals, and United Way- 
supported programs. *The UWl had in many ways become rigid and maintained an 
established' list of grantees 'to which it was difficult either to add or subtract. The 
launching of the federal War on Poverty in 1965 had some impact on corporate 
consciousness, but it was not until the riots of 1967 shattered major American cities 
anikthe federal government reacted with expanded pledges to the poor that the 
corporalicms began to change their approach to giving and to social action. The basic 
.reason for the change was political, leadership - a direct appeal and direct pressure 
from the President of the United" States urging the busjness community to become 
involved in solving the urban crjsis.,(**johnson really leaned on them," as one observer 
put it). 

One of the best examples of federal pressure on the business community was^the 
creation of the National Alliance of Businessmen Program under Title I (b) of the 
Economic Opportunity Act. Under this law, passed in 1967, a joint federal private 
partnership was established to create jobs for the disadvantaged. Federal funds were 
made available for outreach, training, and related support; corporations were to both 
administer the program and make the jobs available for participants. Henry Ford II 
.served as one of the initial chairmen of the venture. He was joined by a committee 
of top-level corporate leaders who ^acfiieved high visibility. The personal exposure 
of the president or chairman of the^.board created the impression to the powerless 
community that the entire corporation was copimitted to the venture and tfiat cor- 
porate power was being addressed to their need^ 

This general impression of substantial business commitment to solving the prob- 
lems of aX least the urban poor was further advanced by the creation of The National 
Urban Coalition. In the fall of 1967, after the riots, leading mayors, businessmen, 
union leadbfs, and civil rights leaders joined together in Washington, D.C., to pledge 
their resoxirce^ to fight poverty and racism. Their much-publicized gathering under- 
scored the private-public cooperation that NAB had heralded, but this time political 
leadership was provided at the city level. Again, major business figures were involved, 
and there was a sense of excitement and movement. 

The extensive exposure given both of these ventures and their central figures pro- 
duced a flood qf proposals and funding applications to corporations from poverty 
and minority groups. This was the first time that corporations were viewed as a source 
of direct support. At the time, corporate involvement was top heavy; there werejhp 
middlemen and no offices of public or urban affairs. To handle the requests from 
outside, spe^cial unijts for sbcial action were created in rapid|succession and*often 
without a clear definition if their mission. Corporate leadersHip di;d not pursue its 
usual procedures of defining the goals of such offices, establishing timetables for their 
achievement, or measuring actual performance. .This was a de|eliction that has con- 
tinued to plague much corporate activity in' this area, even after the completion of 
the initial experimental pe^k)d. 

For the nexj three to four years, as^ is explored 'in mor^ 
flowering of co/porate "social reform" activity. Minority 
grams were launched, low- and moderate-incofne housing 

funds were deposited in minority banks; special job trailing and recruitment pro- 
grams were launched, the public schools were given equipment and personnel to run 
vocatipnal education programs, planners, economists, and engineers were volunteered 
;i assess the op^ation of and to. reorganize public agertcies sdch as the police depaft- 
-qnt or the welfar^ system; civic* projects (such as arts centers) were launched down- 
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town, and a new group of grantees appeared on the corporate contributions list that 
included the NAACP Legal Defense Fund, local community development organiza- 
tions, and othe;rs. 

In addition to increasing their involvement in spcial service projects, many Corpora- 
tions were influenced by the criticisms and themes launched by Ralph ya^Jer and by 
some of his corporate responsibility progeny. Nader urged each major corporation to 
make a total assessment of its impact on its community and on the nation as a whole, 
through an annual ''social audit. Suich audits, according to Nader, should be given 
the same importance as the company's fiscal audit and should be relied upon as a 
serious benchmark for assessing performance. A number of corporations have adopted 
such procedures, although the majority have viewed the social audit as a one-shot 
operation, if that. 

The returns 9n the initial certiorate social activism are mixed. There has been a 
definite improvement over previous practices, but it is still viewed as experimental 
rather^ th^n as accepted practice. Enthusiasm and commitment have, decreased in 
recent years, and corporate leadership has moved on from^the urban crisis (and with 
it many of the concerns pf the poor and powerless) to other issues. Tiie reasons for 
the change are several, fn the first place, the national political leadership is no longer 
pressing for corporate assistance in meeting urban and poverty problems; the short- 
lived partnership addressed to social ills has dissolved. The business community re-« 
spOnded to the political pressure, and when that^was gone their enthusiasm wilted. 
(As one critic stated, '*You don't need to encourage corporations to think small in 
this area,") The administration's emphasis on decentralization, revenue sharing, and 
the *'new federalism" discouraged national-level activities and coordination, relturning 
the corporate.focus to the local plant level.**' 

In addition, corporate activities have been subject to criticism which has made them 
rejuctant to continue, at least in a visible fashion. Not only have corporations been 
criticized fOr the inadequacies of their efforts in NAB and other social programs, but 
they have also been attacked for polluting both the environment and the political 
process, ^he latter through their illegal campaign contributions and related activities. 
The corporations have also been deterred by the **white backlash" against speciaf 
assistance to minorities and against overblown rhetoric and deliberate, confrontation 
tactics relied upon^by some poverty and minority groups. Many corporations have 
been turned off by what they feel to be the Black's denial of personal .responsibility 
and placement of all blame for crime, drug addiction, and other anti-social behavior 
on **tljc systeni." And, in € substantial fashion, corporations have been affected by 
the downturn In the economy that has required them to focus their attention 
malcing a profit and'cutting back on non*profit-nriaking activities. > 

Besides these problems, initial corporate activity suffered from a lack of knovvl- 
edge and understanding both on tjie corporate side as to v^at the real characteristics 
of the powerless were and the nature of their problems and on the side of would-be 
grantees who failed to grasp the limits of corporate style and corporate capabilities. 
•Jn recent years, both sides have acquired increased understanding but it remains to 
be seen \yhether the majority of corporations will ^ver applV* the same standards and 
energy to their social responsibilities as to their prpfit-making activities (prorated tp 
scale^.of course). ' , j 

IQne Individual who has been activ^ in both co'rporate money-making and corpci- 
rafe sociaP-refprm activities cojnmented that for the most part, in the latter type of 
endeavors, corporate, leaders have not developed a program, evaluated it scrupulously, 
dropped aspects of it that have! failed and built upon those that have succeeded in tne 
same cnanner that tney would |n regard to their business ventures. .Instead, there have 
been a series of single-effort projects that have been tried and dropped or else con- 
tinued without modification.^^ According to the same commentator, part of the 
problem may be that corporate contributors look to the programmatic value of a 
potential program grantee as only one of three factors. The oth^f two important* 
--'^o^a appear to be whether the proposed grant could create any public relations or 
^ problems that might adversely affect the corporation and whether there is 
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sufficient peer group i>upport, that is, have other corporations given or will they *give 
to the same project (the "what is everygne else wearing'^syndrome). " 4- 

Examples of Corporate Philanthropy ' . 

Giving resources. There is an extraordinary variety of corporate mvolyement in 
poverty and social programs. It includes bank loans and other financial assistance to 
community development corporations, corporate investments in minority-owned 
companies (or commitments to purchase supplies from such companies); high-risk 
loans to individuals from poverty communities, the $2 billion urban investment fund 
created by the life insurance industry, executive loan programs which make company 
executives available to community organizations, Black colleges, and other institutions 
that aidythe powerless, and the'pooling of corporate and federal resources to create 
low- ana moderate-income housing projects. 

Some corporations have engaged in a number of activities. Aetna Life and Casualty, 
for example, has lobbied for no-fault automobile insurance and for a reformed na- 
tional pension system, has created a high-risk loan program for low- and moderate- 
income people in Hartford, has established a $1.5 million line of credit with a cony 
sortium of 11 rrrinority-owned banks, and has made contributions to groups such af 
» the NOW Legal Defense Fund, the NAACP Legal defense Fund, and the Lawyers'N^ 
Committee for Civil Rights Under Law. IBM, ^pi^ part, has opened a plant in Bed-. 
ford-Stuyvesant, has initiated a program for buying supplies, products, and services 
from minority entrepreneurs, has contributed financial support and equipment to the 
OpportunitTCS Industrialization Center (OIC) and has hired OIC graduates, has set up 
a "Black College Faculty Loan Program" making available 18 scientists, engineers, 
and others to teach on paid leaves at Black colleges in the South, runs a data proces- 
sing training center with the Urban Leaque in Los AngeleS, gave financial and person- 
V nel support to one of the New York Urban League's Street Academies, ancf has . 

undertaken a variety of other commitments. 
^^.^ The Dayton-Hudson Corporatiorv, headquartered.in Minneapolis, is one corporafWi 
that gives away the full 5 percent of its net earnings; in T973 this represented roughly 
$2 million, distributed principally in 8 states. Although the Dayton-Hudson program 
ts probably no iViore supportive of "the powerless" thar^ some of the other leading 
corporate prograpis, it embodies a number of concepts that are good models for other 
corporate giving programs. 

A basic element of the Dayton-Hudson program is 5 percent giving. Not only 
has the corporation committed itself to this level of giving, but it has also waged a 
campaign throughout the state of Minnesota to persuade other corporations to do 
likewise. A utility company, two newspap^rs^ a construction company, a stock broker- 
" age firm, and others have already been convinced of the advantages of contributing 
locally instead of segding the funds as taxes to the federal government. 

A second principle is that the funds should be distributed where they were earned 
by the corporation. This means that Dayton-Hudson prorates its contributions accord- 
ing to the sales and profit^from its retail operations in eight states: Minnesota and 
Islorth Dakota, Michigan andOhio, Arizona, Oregon, Oklahoma, and Massachusetts. 

The two m^jor programmatic thrusts of the Dayton-Hudson giving program are 
youth and the arts. The latter was chosen because it has "so much to do with'the 
spirit, confidence and morale Of^a community" and because strong cultural institu- 
tions are a feature of all great cities. The former priority was established because youth 
"are tije future of the society." Before«electing grantees within each of these priori- c 
ties^ Dayton-Hudson does- a profile of the local community, making a score card for 
each area of popular concern, justice, recreation, education, and so forth. Funding is 
focused on the areas of greatest need. Occasionally! this process takes the company 
into additional areas, such as its organizatiqn of |he Greater Minneapolis Housing^ ^ 
^Corporation. Thislinvolved the pooling of $1 million from the top 10 industries which 
has leveraged mtd $35 million in new low-incomel housing over the past few years. 
^ le aspect of the program is the first Indian-run housingfcroject in the nation. 
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In the area of youth programs, the twin-ciJt^ies- based Center for Community Action 
is typical of Dayton-Hudson supported programs.®^ It brings together the heads of 
major area industries, college officials, young people inclqding high school graduates 
in the labor force, college students, and others. Joint programming and planning is 
undertaken with the youth deciding what programs shall oe funded. Advice and tech- 
/lical assistance as well as broad community support is provided by the business 
leaders. The center has run a variety of programs, including federally funded job 
programs and construction programs to build parks along the Mississippi. 

' Social responsibility irvall corporate activity. One of the most outstanding cor- 
porate programs is that of the Cummins Engine Corporation. That company has devel- 
oped a program that attects its internal operations and its role in the local community 
(Columbus, Indiana) and that also has a national grant-making dimension administered 
through the Cummin5 Engine Foundation witfi its regiqnally based grant officers. 
The corporation states Jts positidn as follows: 

We essentially agree with those who argue that the corporate chlrter is a social. as 
well as a legal contract, which makes each corporation a tru^ee of the public 
good. How well it fulfills that responsibility is dependent not simply on social 
projects in the public sector but on hov/ it chooses to use its total resources in 
the conduct of regular business. Institutionalizing corporate responsibility as a 
total process must begin with an effort to^h^fine and bring into some-sorfof 
balance the responsibility to all^ho have a stake in the company's Operation. 
These stakeholders include employees, customers, creditors, distributors, 
suppliers, governments, the communities in which the company does business, 
specialized publics and shareholders. The responsibility to these stakeholders - 
{sometimes competing claims) should be considered in all decisions about ex- 
pansion, acquisition, investments, new plant locations, new markets, etc. 

Cummins has recognized that its business decisions - far more than its charitable 
contributions^ caamake the difference between the life and death of a community. 
It has estal^hed a high-level Corporate Action Division to continually assesi corpo- 
rate performance in each of the subject areas listed above and tp recommend^changes 
directly to corporate leadership where high sUndards of responsibility have not been 
met The division has had a discernible impact qn board composition, employment 
practices, resource allocation, investments, and many other facets of company per- 
formance?- ' 

, Locally,^ in Columbus, Indiana, the corporation ha^ greatly exceeded traditional 
models of corporate tlvic support. The Cummins architectural Support program has/ 
resulted in 20 local buildings designed by architects receiving its support. The local 
landscape has been visually transformed, fulfilling the corporation's original pledge 
that "each of the best of today's architects qan contribute something of lasting value 
toColumbus:'**"* ^ ' ^. - 

In the. 1 970s the Cummins Engine Corporation revised its corporate giving pro- 
gram to include not just the best of traditional charities but also ''people giving." This 
meint the identification and support of projects "closerjto the cutting edge of new 
movements for change.*' The company foundation set up a system of minority field 
represent^flives who operate both as program officers in the field and as project opera- 
tors. The emphasis in giving in the last three years has been on the powerless, particu- 
larly on programs of minority/community development and education.^A review of 
foundation grant lists^shows that many powerless groups, Jncluding some of the. 
examples cited in this papier, have been recipients of the foundation's grants. In a 
short period of time, the foundation has assumed a key. position among ''activist" 
donors and has earned the respect of the donee community. 

According to the foundation's executive director,* "the emphasis in the next ten 
years vyill focus more directly on economic justice, conhbir^ing the experience of 
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Cummins Engine Company in the pnvate sectpr with ^heijxpertise of the Foundation 
and its program officers in the public sector." 



Corporate assistance to the powerless, although still insubstantial for the majority 
of major corporatu>ns>,.haS changed greatly in the past decade. The initial superficial 
enthusiasm of top corporate executives of the late 1960s has in a number of instances 
translated into deep involvement. To date this involvement has centered mostly on 
contributions of trme, money, and resources. Theodore J. Gordon, president of the 
Futures Group, has suggested that this is only the first pKase: ^ 

Such examples are the fofkuriners of more massive and organized business 

efforts in the next ten years, efforts directed to improving health and ectucation, 
" rebuilding our cities, replacing outmoded transporUtibn, controlling inflation, 

providing food, ensuring peace, curing pollution and improving the quality of 

life for all people. 

Gordon may be overly optimistic, but already a handful of corporations have mOved _ 
beyond this stage, trying to infuse their social resjponsrbility goals into atl' the opera- 
tions of the corporation from internal management, to local community activity, to 
national lobbying and assistance^One or two corporations have gOrtrstil! farther te" 
l3egin. long-range planning that loob.at the future economic structure of 'the society 
(beyond a profit and loss picture) and to the corporation's role in th^t structure. Xne 
latter 'is the result mofe of individual thah corporate interest, beC^ose corporations 
tend t?r1ack the talent or capacity foi^ng-range planning (except product develop- ^ 
meat) and depend on government for the lead in basic economic planning and policy 

questions. ' ^ ^ . r * -i. 

Corporations need assistance (other than self-congratulatory listings of contribu- 
tions) in reaching a broader range of eligible grantees - particularly among the power- 
less. They need to obtain* intelligence on^and uncfeVstanding of some of the basic 
problems with which these groups are dealing (from a Youth Project-tyjpe conduit or 
an alternate United Way-type Tnechanism that brokers a broader range of grantees); 

^ they need more direct conUct with the movements evolving around the country for 
economic justice and against corporate-abuses 4a coalition could conceivably evolve, 
to push for a guaranteed basic level of subsisjence as well as for reduced 

' rational federal interference m regard to a range of social and economic problems); 
they need. education and assistance in exploring models like the Curamins'tngme 
approach to overall corporate responsibility; and, finally, those corporate leaders 
with the interest and the skills need to focus on the future economic structure of the, 

country. . * *v 'it. • i. -j* ^ • 

The Filer Commission could make a significant contrrbdtion by providing or in- 
suring the creation of mechanisms designed tameet each of these needs. Consideration 
should also be given to more serious explorati?rfi of the ways that the public sector can 
stimulate and encourage greater corporate activity designed to build a better .social- 
order. The abandoned Johnsonian experiments were a small step in the right direction, 
but by and large the entire question (irficluding'a review of experience,sjin()thei| coun- 
tries) of public/private cooperation has been .largely ighored. | 
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♦ VI 

THE YOUTH PROJECT; A MECHANISM TO ASSIST DONORS IN 
REACHING POWERLESS AND SOCIAL ACTIVIST GROUPS 

During the 1960s with the growth of the peace movement and the Ascovery of 
young people as^. a powerless group in the society, a number ot the m^re activist 
foundations became interestfed in funding projectb adminibtered.by and/or addressed 
to the needs of young people. A number of foundations gave grants for service and 
organizing projects to young organizers across the country. Although youth as a fund- 
ing category lost much of its vogue when the campuses became more quiescent, some 
of th'e initiatives started in the late 1960s have continued. One of the more successful 
of these has been thef Washington-based Youth* Project which is discussed below not 
only as an effgrt to deal with young people as a ctistinct segment of the society but 
also as an organizational prototype that should be considered by philanthropic donors 
in their dealings with other less-establishment groups. 

'The basic purpose of Th> Youth Projech-is'to assist young people working with 
sbcial action projects at the community level. The projects themselves cover a wide 
range of subjects: research of the Philadelphia public transportation system to develop 
a case for providing the elderly free or greatly-t^Sbced public transportation; assistance 
to the Navajo nation in assessing the desirability of a coal gasification coqtract with a 
major corporation and designing an alternative tPibai-controlled res5urce development 
program'; funding for 'the Miners' Voice, a publication that presented viewpoints 
and information to counter the Buyle-controlJed journal of the United Mine Workers 
during the recent effort to reform the UMW, assistance to the Save Our Cumberland 

* Mountains project in Appalachia,.a group that successfully promoted the passagein 
the Jfennessee legislature of a bill that will tax coal lands for their mineraf wealth 
rather than for the surface value of the land, funding of data collection and advocacy 
on municipal service inequities in the Mississippi Delta that resulted .in corrective 
actions by the local governpient without the filing of litigation; aid to the Black 
United Fund in organizing a community fund-raising effort to counter perceived in- 
adequacies in the United Wa^; and many others. 

In many instances, the assistance of The Youth Project has been central to the 
-aevelopment of a new community*" organization or tg the launching of a new project 
by an existing organization; sometimes the assistance has^simply made it possible for 
a local organization to add to its staff a young person (under 30) -who can piay an ad- 
vocacy role through investigative journalism, organizing activity, legal assistance, or 
other sufJport. , 

The unique features of The Youth Project 'are the extraordinary national outr^ch 
capabilities of its 11 staff member^ located in the national office (which also se^es 
as an East Coast regional office), and t.wo other regional offices in Atlanta and San 
Francisco; its low-profile board of directors made up of young people who have been 
successful organizers (rather than famouj-name attorneys, businessmen, or civio- 
leaders); its diligent efforts to provide ongoing technical assistance to projects, to 
enable, them to become self-sufficient in as short a time as possible; apd its increas- 
ingly effective service as a resource to foundations and other grantors to assist them, 
in evaluating effective community-based applicants. In regard to the latter, the Pro- 

.^ct's outreach extends well beyond the 143 projects it has funded^incelts inception 
in 1970 to^a host Of other projects or organizations that hav^ received 'independe/)t 
grants on th'e recommendation of project staff and board members. 

^ For. example,*^* in 1975 the Project's own budget for staff opefations, technical 
assistance, and direct grants will reach roughly $395,000; in addition it will be able 
to claim respor)a^bility in substantial part* for more than $360,000 in^grants to projects 

, that it has recommended.'^ The Project describes its dual role in this fashion: 

The Youth Projast delivers modest seed funding ($2-10,000 grants) and sub* 
stantial technical assistance to budding organizations staffed by young persons. 
O .>ing so, the Project also*^provides a unique and highly valuable evaluative or 
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I screening -service to foundations. Thus, The Youth Project has become an 
essential bridge. ^ " - . 

Maior contributors to The Youth Project include the Carnegie Corporation, the 
Field Foundation, the Irwin-Sweeney-Milier Foundation, DJB Foundation, and the 
Lilly Endowment. Aaditional contributors, as listed in the 1974 annual report, mclude ^ 
Abelard Foundation, Akbar Fund, Arc* Foundation, Cambium Fund, Campaign for 
Human Development (Catholic Cliurch), Cent6r for Community Change, Community 
funds Inc., Cummins tngine Foundation, Joint Foundation Support J-aras Philan- 
thropic Ftlnd (now defunct), J. M. Kaplan Fund, NAACP Lega! Qefense and"5iluca^n 
Fijnd New World Foundation, New York CommunUy Trust, New Yqrk FoundatioTi, 
Nqrman Foundation, Northern California Ecumenical Council, Organize, Inc., Seed 
Fund, and a number of individuals. , 

Ihe Project delivers technical assistance by structuring its grants as consulting Con- 
tracts Project staff assist m the organizational stages of a prt)ject; assist granUes in 
making connections with other groups with simiw^oals or with relevant expertise; 
provide counseling on fund raising, financial management, and legal matters; and, 
whVire appropriate, provide entry to private and public sources o^upport. In some 
cases, the Project pavs directly for the services of attorneys or everts hired to assist 

grantees. » • u n • 

As part of its management development program for ^grantees, thj Project requires 
monthly reports that reflect fiscal as well a^ program management. Grants are made 
on a three-month basis, and after that period has elapsed Project staff review the 
grantee to determine if it merits further funding. Overall, the Project encourages self- 
sufficiency and diversified funding. Most grantees are encouraged to rely on meniber- 
^ip donations both as a source of stable financial support and as an organizing tool. 
Unlike most grantors (and almost all foundations) the Project's commitment to its 
grantees in terms of technical and programmatic assistance continues after the fund- 
ing relationship has terminated. It is part ajid parcel of the Project's philosophy to 
make a long-range commitment to those whose programsjt has helped develop. 

Although The Yputh Project originally saw its mission as a temporary one, open- 
ing th(h foundations to reform by redirecting them toJfemmunity groups«not tradi- 
^lionaliyjuaded that involved young people in their ^activities, it has given up on that 
goal and now views itself as a long-term broker between such groups and the philan- 
thropic world The respect with which many foundations view its work and the extent 
to Which they have relied on the Project's judgment in making grant decisions suggest 
that such a role is much needed and will continue for some time. 
' The Project pitches its unique contribution in this manner: 

It 1^ illusory to assume that foundation staff members can be Rennaisance men- 
tor women; they cannot be expected to deal with all questions and all types of 
persons wi'th equal facility. That The Youth Project is needed to serve a ^uasi- 
st^ff evaluative role for foundations does nat demonstrate that foundation staffs 
are incompeteiit. Rather, it demonstrates that foundations are growing in the 
^ realization that persons and strategies which lie outside their staff's primary 
^ consciousness muBt be supported as part of a realistic and viable approach to 
bringing abcujt positive social charige. Tho true incompetence is when foundation 

* staffs ass\ime either (a) that anything which they cannot do well is not wdrth 
^ doing^ or (b) that different approaches to §oLving problems are to be rejected 

simply because they are different. 
. Foundalions sUff timitations, in dealing with youn/*community organizers are | 
not simpl.y conceptual. There are real and , substantial logistical andjime de- 1 
mands posed by thse types of projects. They are located throughout the 

* country, many in small towns in remote areas*. Small foundation staffs cannot be 
expected to spread themselves over (he landscape or to devote the amount of 
suppoh time individual projects need ta become structurally ^nd technically 

Q ^ sound. In fact, the technical assistarire aspect of The Youth Project's operations 
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isaservice which foundations rightly percJeive as outside their, competence; yet it 
is of vital importance to inchoate young organizations. 

Foundations rarely make small grants to unproven projects. Even small foundations 
- which have the greatest staff limitations - do hot generally make very small seed 
grants to unknown and unprpven projects. This makes, sense from the foundations' 
perspective — no foundation has enough money to run the enormous risks which 
would flow from ^shooting in the dark. However, such ri^s aj-e nowhere as great when 
taken by The Youth f reject; The Project's expertise and outreach enable it* make 
reasoned and reli4^)re evaluative decisions.- ^ ? ' 

The Youth Project has succeeded m developing indelicate balance, whereby both 
the foundations and its grantees view it as an effective, helpful agent. By serving. as 
an objective advocate for grantees, it has avoided being labeled as- a "favorite" of 
foundations or simply a means by which foundati^s avoid decisions among compet- 
ing applicants. It has not tri^d^o corner any niark/t or to assume a veto role. This is 
particularly' important because "turf problems" abound among the do-good com- 
munity. (Groups have been known to blackball or bad mouth other grpups with man- 
dates similar to theirs in an effort to eliminate the competition.) » 

The Project's grants dxt small and many of the recipients need the funds for one- 
shot campaigns. This means that this particular conduit might npybe appropriate; for* 
the large-scale grants thai The Jord Foundation or a m^jor busiriess corporatipn-can 
give^ These dpnors migbt^cof^der such smajl levels of aid a drop in the bucket th*at 
does little to address systemancally the underlying social (Problems. Hc^ever, even for 
these donors the Project presents a useful concept.^'^ Similar mecfvnisms addressed 
to different types of grantees and perhaps brokering largep^grants are neededjo reduce 
the isolation and relative insularity of many Segments of the"phjlanthropic world. 

Along these lines, Ratll Yzaguirre, national' director of the National Council of L4 
R'aza,, has proposed a " Viskl>ooling' arrangem'ent whereby all philanthropic entities 
contribute (or are required to contribyte) a percentage of their funds for high-risk 
projects." Merely making the money available will hot*be enough. The grantors 9iou Id 
not simply giv^ the money and abapdon the scene, but should take th^iadditional steps 
necessary to see that the grantee beconies an effective organization.*^ 

* ^ ^ , VII . 

RECOMMENDATIONS ' / 

^he most obvious recommendation to each of the major sectors^f philanthropic 
giving considered In this report - foundations, churches, iind corporations is "live 
up to your own mythology." More resources would be Available to^the powerless and 
greater gains would presumably have been achievecj on their part if foundations were 
in fact innpvative, flexible institutions willing to identify and assume new challenges 
as the society evolves; if churches were fully eolnmitted to implernenting theirj crenels 
and living their beliefs concerning the "down-trodden"; and if corporations werei ap- 
plying their, probl^ analysis and problem-solving abilities to socially benefjcial . 
goals that reached beyond the pro^isidn of jol^, gpops, apd services. " 

Jhe ,myths, of course, will never be fully realized. As this paper has shown, sbm 
promising steps have been taken in recent yet^rs to move,closer to them. But the step 
have been small (.when cQrnpared to available resol r.ces) and tentative. Presumably, i 
will be the ongoing responsibility of whatever new public-private entity evolves fro 
the work of the Filer Commission to enable the philanthropic world to move more, 
rapidly in this direction. ^ ' ♦ - ♦ • ' ^ 

• At^eleast,"the following steps should be considered:®^ 



n 
P 



ERIC 



5-v 



1154 



• Those donors that have a commonality of interest, such as the "activist" foifnda- 
lions, the corporate social action divisions, and the special funds of the churches, 
need to work more closely together In defining public, n^ds ^nd in planning to 
meet ihecn. Such communication c^n enhance program effecttvemf wTttoin: 
producing uniformity or curtailing diversity. 

• To assist the definitional effort, either a new or existing entity needs to provide 
underlying data: reports on the extent to which the government (state as well as 
federal) is assuming the costs of certain areas (such as the arts or higher education) 

or IS likely to do so, more detailed reports than currently exist, with breakdowns 
of relevance to the powerless, showing where money is actually going and how 
this compares with requests (and with need as measured by more objective social 
indicators); ' and reports discussing the strategies or types of grantees and pro- 
grams that appear to have been most successful in achieving social changes. 

• Planning and definitional effort^ need to be open to the influx of a broad range of 
points of view, including those of^the grantee community. Philanthropoids need 
more exposure to the people who are living the problems and trying to deal with 
them and less exposure to academics and management consultants. 

• The structural limitations of philanthropoids that inhibit their democratization 
or prevent them from being flexible should be examined seriously to consider 
such things as statutorily limited life spans for foundations and special funds; 
limited service periods for board members, application of Title VII (equal employ- 
ment opportunity) to foundation, corporate, and church givers, restrictions on 
the size (in terms of assets) of foundations; and mandatory open proceedings. 

• Donors need to engage in more vigorous self-analysis and self-evaluation. At pres- 
ent donors fail to do this either individually or through their "trade associations." 
Outside (or other objective) evatuators should measure both individual program 
and overall institutional performance against stated goals and against public needs. 
(Almost all donors examined in this paper e>aluate their programs in some fashion, 
with one or two exceptions there is^ no overall evaluation of institutional per- 
formance).^^ 

With the exception of some church giving, and a few of the smaller foundations, 
most donors are not set up in a manner that facilitates contact with populist or 
community groups working to improve local issues, even though the work of these 
frequently produces more lasting impact than that of national organizations. 
Similarly, "controversiar' national programs or campaigns are avoided. As recom- 
mended in tb9 previous -chapter^ additional brt)kers (or risk funds) sgch as The 
y6uth Project should be established to' help corporate and foundation givers make 
contacts with these groups. ^ 

In addition to such brokers, tax incentives) write-offs, or other stimuli need to ba 
provided to enable and encourage the average person to support local social actiorr 
groups that are addressing his needs. 

Finally, and ^^rh^ps most importantly, philanthropic donors concerned with the 
problems of sofial inequity and powerlessness have* got to get more involved with 
the political projcess and with governmental, especially legislative, institutions. They 
must also face the economic structure of the nation head on and help to 
bring about a mbfe equitable distribut;ion of wealth, and a greater assumption of 
responsibility on the part of the corporate community for its broad impact on 
the society. If the city councils, town meetings, state assemblies, and the Con- 
gress don't produQ^sound social policy and if the corporations in an unthinking 
fashion foster an economy that cuts large segments of the population "out*' while 
polluting the environment and otherwise interfering with the full enjoyment of 
life by other segments, then, as\one grantee put it, "all the community projects, 
service centers and public interest law firms will have about the same effect as 
pissing up a waterfall." * » \\ 
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List of the "Activist" Foundations 



Abelard Foundation, Inc., The 

818 Cherry Street 

Santa Rosa, Caiifornia 95402 

Akbar Fund, Inc., The 
1 1 East Wacker Drive 
Chicago, liNnois 60604 

Area Foundation, The 

941 Park Avenue 

New York, New York 1 0028^ 

Carnegj^ Co'rporation of New York 
437 Madison Avepue a * • 

New York, New York 1 0022 

Clark (EdnaMcConnftJI) Fund 
250*Park Avenue, Suite 900 
• New York, New York 1 001 7 

Cummins Engine Foundation 
1000 Wisconsin Avenue 
Washington, D.C. 20007 » 

DJB Foundation 

,P.O. Box.657 , • ' ' . 

Scarsdale, New York J 0583 

Oonner (William H.) Foundation 

630 Fifth Avenue 

New York, New York 1 0020 

Field Foundation, Inc., The 
100 East 85th Street 
Nc>**York, New York 1 0028 

Ford Foundation, The ' 

320 East 43rd Street 

New York, New York 10017 

Haymarket Fouhdation 
2 Holy oke Street . 
Cambridge, Massachusetts 021 38 

Hazen (The Edward W.) Foundation^lnc. 
400 Prospect Stre,et 
New Haven, Connecticut 065*1 1 

Irwin-Sweeney-Mlller Fojimdation 
522 Franklin Street 
Columbus, Indiana 47201 

loint Foundation Support 
1 East 53rd Street 
Ntfw York, New York 10022 



Kaplan (The |,M,) Fund, Inc. 
2 East 34th Street, 6th Floor 
New York, New York 10016 

Kellogg (W.K.) Foundation • 

400 North Avenue 

Battle Creek, Michigan 49016 

Lilly Endowment, Inc. 
2801 North Meridian Street 
IndianapQlis, Indiana ^6208 

New World Coalition ' . • 

419 Boylston Street, Ro9m 2009 
Boston, Massachusetts 021 16 * 

New York Foundation 

4 West 58th Street 

New York, Npw York 10019 ^ 

Norman Foundation, Inc. 
140 Broadway 

"New York, New York 10005 

s 

Ottlnger Foundation, Inc., The 

420 Lexington Avenue, Room 1 740 
New Vork, New York 1 001 7 ' 

Peoples Fund 

1427 WalrfS^Street . 

Philadelphia, Penrrsylvania 19103 

Phelps-Stokes Fund 
10 East 87th Street 
New'York, New York 10028 

Playboy Foundation ' - » 
919 North Michigan Avenue 
Chicago, Illinois 6061 1 

Rockefeller Brothers Fund 
Room 5600, 30 Rockefeller Plaza 
New York, New York 10020 

Rosenberg Foundation 

210 Post Street . 

San Francisco, California 941 08 

Sache^^und 

405 Orange Street 

New Haven, Connecticut 06510 

San Francisco Foundation, The 

425 California Street 

San Francisco, California 94104' 
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' leed Fund 
fy I '^San Francisco, California 



Shalan Foundation 

500 Avenue of the Americas 

New York, New YorX 10011 

Southern Education Foundation, Inc. 
.811 Cypress Street, N.E. 
Atlanta, Georgia 30308 

ncer Foundation, The 
875 NorUi Michigan Avenue' 
Chicago, Ulinois 6^611 

Stern Family Fund 
21 East 40th Street 
New York, New York 10016 

Taconic Foundation, Inc. 

745 Fifth Avenue 

New York, Kew York 1 0022 x 



Third World Fund 
540 Powell Street 
^San Francisco, California 94108 ^ 

TwentY'First Century Fund 

112 West 120 Street 

New Yor*5, New York 10027 

van Ameringen Foundation, Inc. 

509 Madison Avenue 

New York, New York 10020 

Vanguard 

3665 Sacramento Street 

San Franwscoi California 94118 

Whitney (John Hay) Foundation 

111 West 50th Street 

New York, New York 10020 

Wieboldt Foundation 
1 1 South La Salle Street 
Chicago, Illinois 60603 
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Footnotes 

1. A questionnaire was sent to 25 corporations, but a number of them obiecteJ to its scooe and .t 
was subsequently withdrawn by the commission. ^ ^""^ 

dennittonrorolm\f h'^'^r "''^"'"^ P"^^^ ^"^ '^^^'^ of grants, there ,s a 

S onsderal^^^ to segregate those gfants that help the powerlei Many founda 

^ Jovernrenf to be ra^^^^^^^ i 'T""""' '''''''' "Parading the performance of 

■A Ch.cano' S °f ^°nf^°n,a„on over compromise 

LrT.e;"f,;oZaS^:u:;n.r 

' c'.n?in..r^::L.t:nf 2e";s:"rv":e:e" t°n;r^:r.? z^^^-^: ^^-'^^'^ '^--^^ 
:b«±„ro7f.r^ "^'r; °°p°~oppoS^o^t;er:Ton^^^^^^^ 

fT < 3 h .. °f P°w«^": the People's Fund supports groups work n« / 

Change wh^h offer a base for organizing minority people toward cor^^^ng social imbalance." 

^LLTtot^i'ZTZ:''° "'"^ """^ government- and private programs 

of "u^ ^''""r f'"""^^""" Stern Fund are currently su/porting a major study 

of economic alternative being conducted at Harvard University by Gar AlDerovitiz /nH ?iff f 
The results of that study. costir,g roughly $500,000. will be a Jiable m ia« ms early 1 976 

renelT a°n?' tsf diL^.'/''"'*'''"''.'""' t""'"^' ^"^'^ « ^='''°'^^^'''P a».stance. urban 



^-|?^ce?A?'H'°".H'' been given to ways to bett^ distril^te public funds and/or public 
^^^s ;o ec;::tiirl°blic''- ''h ' '^-''■F°«"''^«i^n and others have supported pro- 

grams to equalize public school funds, pressuring the states to Increase their suDoort for 

eTb LhTlv'^"""' '975' i°'ned with T' i ity Par h to 

S amon?trc°air'''"- " Washington, D.C.. that-«e,ks to L,ualize the delivery o pub Ic 
services among local communities and neighborhoods. ' ' ■■ _ *^ 

tJ^nV7l '"'""^^u '^^'^ P'^' ""^"5^ °f demonstrable results they produced 

CD " """"""^ the nation over the next decade 
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1 \. NWRO evolved out of a prior poverty organization, the Poverty Rights Actiort^Center. 

12. In conjunction with the University of Pennsylvania's Health Law Project and the UCLA's, 
OEO bdck-up centei tor health issues, NWRO was also instrumental m shaping the earty phase of 
the Medicaid program. The organization applied pressure on HEW to issue acceptable. regulations 
to coniiul the program, worked at the state level for adequate state enabling legislation, brought 
lawsuits to determine eligibility and to prevent improper rollbacks in funding, and engaged in a 
variety ut other battles to improve the coverage of the program. Many of these efforts were suc- 
cessful, however, most ended up being holding operations to prevent HEW under Nixon from 
greatly leducing the medical program and preventing the states from following suit. . 

13. The Welfare Law Center based at Columbia University in New York City served as legal 
counsel to NWRO m those sessions (see pp. 1118-19.) These attorneys became sufficiently expert 
in the nuances of welfa«e law to be able to influence technical changes in^e administration of the 
piogram and to identity administrative initiatives that were harmfiji to beneficiaries, thereby 
paving the way for protest campaigns. ' 

14. Alfred P. SJoan, the Cummins Engine Foundations, the Irwin-Sweeney-Miller Foundation, 
the Kaplan Fund, and the New York Foundation were also contributors. A number of com- 
munity foundations contributed to local welfare rights grcwps. 

15. Dandndge marked a turning point in the area of equal protection and welfare legislation 
and has been followed in subsequent cases. Jefferson v. Hackney, 406 'U.S, 535 p9'72); see San 
Antonio School District v, Rodnguei, 41 1 U.S. 1 (1973) (education is not a fundamenul interest). 
While some commentators urge that more recent decisions suggest the New Court is abandoping its 
hard-and-fast position j." this area, the opportunity to realize fully a right to a minimi! subsistence 

'^l^vel appears to be past 

16. On experienced observer oT po^rty groups commented that foundations never give grants 
to the poor or powerjess themselves but only to middlemen, especially attorneys. He 
pointed to "Operation Nevada" whefe NW^RO launched a ma)or campaign to prevent the disrup- 
tion and reduction of .that state's welfare program. Foundations were reluctant to support the or- 
ganizing effort (which was the key part of the program) because of its political overtones but were 
willing to make grants fo the legal support staff. 

17. The legal-technical analysis work of the^ Columbia Welfare Law Center^ begun in response to 
request f£om NWRO and local welfare grjoups, continues today. Because of the demise of OEO, 
funding foT" :he center may in the future be assumed by a consortium of foundations. 

18i Wiley reasoned that only 5 percent of the population are welfare recipients and "minority 
movements can^only succeed if the majority is either sympathetic or passive." But in recent years, 
hostility toward welfare recipients and other minorities has increase<J. Wiley concluded that^'only 
a bjoad'based movemeot aimed at the economic interests of the majority of Americans will ever 
succeed in bringing about the change we desire." ' 

19. The boarfi's mandate was to conduct afi objective inquiry into"(1) the scope of starvatipn 
and hunger in selected poverty areas throaghout the country, (2) the extent of nutrlttOnal know- 
ledge,at medical schools, among medical practitioners, and within the United States Public Health 
Service; (3) the exient anS quality of public and private programs now under way to meet this 
need, (4) immediate strategy recommendations to dtal with the problem; and (5) long-range 
recommenjdations to attack the basic causes of the problem." 

20. Additional support for the Citizens' Board or. for the council was prpvjded by the follow- 
ing. j.M. 'Kaplan Fund, the New York Foundation* the •Board of Missions of the United Presby- 
terian Church, the TaConic Foundation, the Whitney Foundation, and the van Ameringen Founda- 
tion. ' , ' ^ 

21. In 1969 ihe Field Foundation sent doctors to ^eaufOr^ and Jasper counties in South 
tarolina to examine children for malnutrition and parasitic infection. Their report of.the babaric 
conditions existing in the counties led to a personal visit by Sen. Ernest Hollings >vho publicly' 
admitted the problem. The Agriculture Department subsequoitjy announced free food stan^ps 
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for Beaufort and jasper for those with no income, but, the pfoiect had a hmited life-span and 
was not extended to other areas of the^(^ouritry, Similarly, despite an immediate public outcry\ 
thcfg was no serious effort to corrdct the p7<A)lem of hookworrp. 



/ 



22 The center's mandate is ^"to monitor Ae administration of Fedefrat food programs and to 
initiate legislation to.change ttfe policies of/ those programs whith discriminate against poor peo- 
pje." It IS funded by the Rockefeller Brothers' Fund, among others. ' 

23, As of luly 1975, the food stamp beAef/ts pe^ year for a fami/y of 4 with no income wfU 
fjach $1,944 per year This is $344 more/th^n the total assistance dffered to the same family by 
the Family Assistance Plan (FAP) proposed a$ part of I^oa's we^farJ-reform package of 1972. 

24 For excellent discussion^ of the fiJid see Afinority Enterpnie and Expanded Ownership: * 
Bfueprmt for the "'OS, a report of the rjatipnal Advisory Council Jf Minoilty Business Enterprise 
and "Public and Private Support for the Development of Minority and Poverty Group-Owned 
, Businesses," a Ford Foundation study isSuea in january 1975. 



25. For information on this subject, feee 'fif/5/;7es5 and the Development of Ghmo Enterprise 
published by the Conference Board in |l97|l. . ,\ * 

V 'I 1 

26. With the exception of the prograrfis rijn by the banks, many of these ventures havT resulted 
in losses or foreclosures. I I 

' I ' " * 

27. The Ford Foundation is thfe m^orjcontnbutor to CAF, other contributors include Field, 
New York, New World, Norman, Ellis L. f'hillips, and Taconjc Foundations and the Sachtm Fund. 

28 The Ford Foundation report^citid i[i note 24, supra, states. "The cumulative efforts of the 
past ten years have produced the beginning, of the stratificafon of minorjty business and the 
mechanisms to serve and assist eachjievd. Today, such enterprises are no longer largely "mom 

^and pop" enterprises; businesses of sufcstajice and scale now exist." (p. 79). 

29 National and local Chicano orgLni2aiions have provided help in securing increased federal 
expenditures by publicizing issues, sdrvir^g in advocacy roles, and providing testimony in Congress. 
Included in such efforts are the Na ion^l Council of LaRaza,* Raza A-ssociation of Spanish Sur- 
named Americans (now El Congr^s<i), League of United Latin American'Citizens (LULAC), G I 

' Forum,* )obs for Progress, Operatior^ SER, and Latin American Manufacturers Association. 
^Asterisks indicate Hiose that receive lfou|ndation assistance.) 

30. A -WCJlp" the Ford F9unJat.ipn*s ^school finance, grants dis<?Ussed below has gone to 
organize CRteano parents and leaddri n Jexas (under the direction of ]ose Cardenas) to press 
for s/atewide khool finance reforrji tl^at will benefit Chicano children. This effort has been so 
sucpfessful that the Governor of Td^s has designated school finance reform his number one pn- 
orijty.. , I . 

/ 3/. Crystal City, Texas, was ope o^ the .first jurisdictions whe^e ChiQanos achieved political 
(Control through elective office (ih^ city's populaUon is 81,000, 90 percent of whom are Mexican- 
/Americans). A number of foundations have given ^ants to enable the leadership of the*city to 
build up various departments ?nd tb fcjring Chic^nos into deqision-making leadership roles. 

32. MALDEF currently employi 24 lawyers in ^ regional offices (San Antonio, Denver, Los 
Angeles, Albuquerque, Wasrtingtcin, D.C.,' and San Frandsco), it has a network of 200 volunteer 
'private attorneys and has provided^holarshlp grants to approximately 600 Chicano law students 

33. Chicano advocates and lobbyists, (the former substantially funded by foundations) have 
l}een highly successful in^ bringing io the attentiofi of the Congress the needs of their constituents. 
During' the 93rd Congress the follbwing vlttorics (^vhichl would have been unheard of 7-10 years 
ago) were claimed by such groups,: th^ set-aside In the Vocational Rehabilitation Act of'l973 and 
the Comprehensive" Employjnent and TYaining Act of 197-3 of substantial funds for migrant and 

^ seasonal farmworkers and the guarantee in the ^gislatiye history of the latter that Operation SER 
I (ChlcanOTun job program) would maintain its currept level of federal funding; the earmarking in 
the HEW Appropriations^Ct of 'substantially increased funds for bi^lingual education (including 
research funds in the National Institute of Educatjdn); and the Introduction of legislation dealing 
ij igQal CQurts and with the recruitment of bi-lingual ftudents in various^health professions. 

/ . . 19 8 ' ' 
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34* 1973 data show that 1,537 Spanish-speaking individuals wjere elected to public positions at 
the federal, state, county, and municipal le/els The breakdown by state of Mexican-Americans 
elected to city-level^ positions was as follows. Texas, 226, Colorado, 95, New Mexico^ 171; Ari- 
zona, 58 , California, 203. ^ 

35. ^The council, currently has an annual budget of around $500,000 and offices, in Washington, 
D.C*. and Phoenix. A portion -of its budget comes from government grants, but the bulk is 
tpundation money, it has been unsuccessful m obtaining corporate furids, and at present receives 
a contribution trom only one corporation -- Equitable Life Insurance (roughly $5,000). 

36. The local affiliates are Arizona- Guadalupe Organization, Guadalupe; Gafifornia: The 
Corporation de la Raza Unida,.San Diego, The East Los Angeles Community Union (TELACU) 
and Euclid Foundation, both in Los A"g«e(es; OBECA/Arriba juntos, San Francisco, Florida:, 
Organized Migrants in Community Action;- Romestead, Nev, Mexico. Albuquerque Buildmg Co- 
operative, Corporation Organlzada.Para Accion 5ervidora (C0PA5) and Juntos, both in Santa Fe: 
TexQ:> Arriba Juntos, Corpus Christi, Barrio Development Corporation, Uvalde; Colonfas del Valle, 
San Juan, Mexican American Education Council, Houston, The Trinity Chicano Coalition, El Paso. 

37^ Although council personnel claim that they have not received much cooperation from 
business leaders m funding their programs or, in working with them on local programs, they point 
to the banking community as an exception to this general conclusion. Eipth the Bank of America in 
Cahtornia and the Valley National Bank of Arizona were singled out for praise for providing high- 
risk loans and/or making technical expertise available. 

38. Forfexample, the council has provided information on and detailed explanations of the 
operation and effects of federal revenue sharing on Chicanos. Follow/ip assistance was provided 
to local groups^to assist them in obtaining funding,^ and" council staff haVe persuaded federal offi- 
cials to modify' the Social Identifien^ developed by the Qffice of Manage/nent and Budget which is 
used by government officials for long-range social service plang^ng^to develop realistic identifiers 
on the Spanish-speaking instead of breaking the "population d^wn into Black and White only, as 
in the past. / . 

39. The council magazine Agenda is one of the first and l,argest national forums for Chicanos to 
share and disseminate information. Agenda .scryts. to uncover issues and provide exposure for 
problems that areUhen a3dressed by council staff at the national level. 

40. This definition is taken from the Ford Foundation's draft publication, ''LaRaza: Ford 
< Foundation Assistance to Mexican-Americans." . -'^'•i^ 

41. MAUC ftas also received commitments for local revenue sharing funds amounting to roughly 
$60,000 annually. 

42. These firms include two McDonald's food franchises, a candy factory and wholesale 
produce, trucking, furniture manufacturing, anct building maintenance companies. 

43. Filipinos and Spanish-speaking groups make up 12 percent of ^Oakland's population of 
450,0p0; Blacks constitute 40 percent. 

44. The Ford f ou^jj^ion reports that for every dolTar of funding that it has provided SSUC, 
the organization has generated eight dollars elsewhere. This compares well with other CDC's* 
Ford reports that for each dollar of its funding, H.E.LrP. generates seven' dollars, MAUC nearly 
seven, and CPLC about five. 

45. Among the small businesses assisted by SSUC are a drapery manufacturing company and a 
firm that designs and manufactur^ss etching and lithograph presses used by artists in making 
fine-arts prints. 

46. The Ford Foundation has itself pointed to the dlfficMlty of gettijig support Yrom other 
foundations for Chicano CDC's. Although one cause of this reluctance appears to be the feeling 

c that "Ford has cornered the CDC market," many of the major Eastern foundations simply do 
not include Chicano programs as'a-priority. ^ 
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Z.^'lZ^Z'T"'' «° concerns of Mmor.ty Groups." Human Resources* 



• Corp., March 1975 
48. A 



sLt r J ^T^ To °' "'^ American-lnd.an Higher Education- Consortium, the Phelps- 
Sources {\975). hsts all of the foundations, corporations, and church groups that liave given 

■ IZZV'f 1° ^'^'^'^ '^<^ -""^^ comprehensive and re'adi y 

usable of Its kind, summarizes the o;,erat,ons and structures of each of the grantors, listed in a 
manner designed to assist grantees in tf,e search for funds. An earlier listing of grantors was Intro- 
?h,? , f 'he Congressional Record for January 29, .975, by Sen. Edward'M. Lnnedy It hows 
that as of tha' da, he -Field Fouridatipn had-given $782,824 to Indian programs, the Ca Se 
i7.n nZ ^ '"^'i "^"""dation almost $1 million, and The Fofd Fo dation jl 8 

Tl Zd L\IZT"V''' ■''^ """^^ ?• "^""^"^ Foundation, the Hi.l,Founda • 

lion, and the Kellogg Foundation. \ * 

l«ai?ffo?,'''Th.''n'"''»^"'' M?u ^^^'"'"8 P^°8^am Iras added significantly to the 

legal effort. The- program publishes the Indian Law Reporter; administers a fellowship-program 
that provides subsidies fo young Indian lav^^ers who wapt to practice on the reservations but could 
no otherwise afford to do so, and runs 3 summer intern program to support .Indian law students 
in the offices of practicing Indian lawyers. i."" siuaenis 

.50. Arrow. Inc a-Washington. D.C., nonprofit group, Ms provided substantial support to the 
A t'" "Pg"d.ng Indian courts. Arrow 

■negotiated and- administers a $300,000 grant from the Law Enforcement Assistance Administra- 

on'oMhr<!n. 1' 7 '"""""^ '"'^ (urisdictlon of tribal courts, the applica- 

ion o the separat,on-o .powers principle to tribal government, and the role of the FBI and other- 
federal law enforcement a'gencies on the reservation. ■ - . ■^"'""""•"cr 

.nJ^.h,*!"" ■''^"^ in a number of cities; 132 of these centers have ,oined 

together m an organization known as the Native American Indian Council. " . 

52..IETI received $180,000 from The Ford Foundation from 1970 to 1973 primarily fo! the 
purp<«e of helping Indian parents in ^few Me.ico.'The achievements there. hoC have ince 

HoZ^rrn ? P^"'"' "^'^""^ "^^^ " ^^^^ ^""'^^ distribution o millions of 

dollars in federal education funds to Indian communities minions or 

53 Another key case was brought by NARF on behalf of the Crow Tribe to. protect the tribe's 
right to enter into coal leases in a lawsuit brought by environmentalists and private* owners 
of surfa* estate (Redding v. Morton, CV.74-12.BLG. D.C. Mont. March 29. 1974), NARFreore- 
r , . ll,'f ;'i,- Petitioni;,g the Secretary of the Interior to cancel existing leases on 
t^l > I T °^ ""^"^^ °f 'he government's regulations re- 

Z 2\iT ' ^"""^'"'•'V ^enego^ated'these leases 

it;J''M P''' '*''°"8h the distribution of a newsletter ' ' The 

Alaska Native Management Report." i'ssued twice monthly. ' 

nfiio^nii.''"'"' '"°""'*''' '"5 than 2 percent of all elected officials 



fnd c?vin?beaier' ' P°"ndation-spin*ffnh-ar supporte^programs related to.ciVil rights 

57. -This was a difficult task because of the competition for both recognition and resources 
among groups such as CORE, th« NAACP, local human relations councils, and pfhert 

58. The Cummins Engine Foundation and the DJB/oundation also contributed to VEP. 

59. The Field Foundation gave over $800,000 from .1968-1972 and the New Wo'rid Foundation 
during ,hej,eri6d 1968;1972 gave around $30,0.000. RBF gave $ 175.000 between 1970 19^^^^^^^ 

f?A^V-J°' ^""^ ■^'""'''"' "2 U.S. 368 (J963); We'sberry v. Smders, 376 U S 1 

"eyno/ds y/.Sims, 377 U.S. 535 (1964); and White v. Regester, 412 U S 755 (1973) 
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61 AitKuf Wise, ^Rtch'^Sihoohf Poor Schools (Chicago, Universilv of Chicago Press), Coons» 
Clure, and Sugerman, Pmutt i^ejlth and PublK Education (Cambridge. Harvard Universily Pre*ss, 
1970). The Wise book grew out of a Ph.D. thesis, the Coons book was funded in part by the 
Russeil Sage Four>dation. 

b2. This. basic pervasive inequity in resource distribu|ion greatly dwaifed the modest OEQ and 
HEW fund> provided to aid disadvantaged children assart of the much-heralded Wac on Poverty. 

63. Numerous publications analyzing financing alternatives have been put out by the Childhood 
and Coverance Project. The Lawyers' Committee has an extensive bibliography of litigation 
mauiials, listings of cases decided or in progress, and related matters. School finance reform is an 
area where litigation has been effectively used as a toot for public education. 

64. As indicated above, California enacted a bill providing increased state aid, acfditional legis- 
lation IS expected in that state. Michigan, Florida, Minnesota, Colorado, Kansas, and Maine* passed 
leform laws. As noted above, the Governor of Texfts has announced school finance reform as his 
top priority. New Jersey and Conriedticut are under court orders to reform their laws, and Oregon 
legislators are in the early drafting stages. ' ^ 

65. In addition to local school reform groups, a number of organizations have evolved that are 
deafing across the board with the problems of childrert in American society. Prominent among 
theJe are the Childien's Defense Fund (which receives approximately $1 million annually in 
foundation giants), the Massachusetts Advocacy (Renter, and the Children's Foundation, a member- 
ship organization in Washington, D.C. ^ _ ■ 

66. An excellent description of a variety of programs and strategies supported by philanthropy 
to combat police abuses in Chicago can be found in the 1 973 annuai^report of the Wieboldt^ 
Foundation. j 

67. Blankenship Boyle (D.D.C., 197 1 ) 

68. ^Subsequently , foundation funds given through The Youth Project to the Save Our Cum> 
bertand Mourrtains group, developed the underlying data that led to the State of Tennessee passing 
a new law that taxes the actual mineral wealth of the Ian4 in the state rather than the surfac^ 
acreage. - • . V 

69. For a more general (that is, not focused on the powerless} but comprehensive discussion of 
church resources and giving, see the Interfaith Research Committee report prepared for the Filer 
Commission (1975)r. The ^tudy has chapters on the activities of the Protestant, Catholic, Jewish, 
and Mormon churches. 

70. The UlCC's Office of C^omonunications spearheaded the challenge to TV stations to provide 
adequate coverage of minority activities and to meet proper minority hiring standards. Its 
landmark case against WLBT m Jackson, Mississippi, led to a basic rehau[ of Federal Communlca.- 
tions Commission standards^ and procedures^for station license renewal. The example set by the 
UCC's efforts has been followed in innumerable cases across the country. 

'71. The Baptists have been extensively involved in nonprofit housing, particularly the estab- 
lishment of special corporations for housing and, in addition, have beerr substantial contributors 
to IFCO (see below). In additioji, they established the Baptist Fund, of Renewal to assist ghetto 
projects. ' 

72. The Presbyterian . Economic Development Corporation has invested about $9 miflion in 
minority programs. The Episcopal Ghetto Loan and Investment Committee is a $2.3-milljon fund 
that makes loans to MESBlC's and locals developmer^t companies. The Methodist Mission Enter- 
prise Loan^ and Investment Committee was funjrfgd at $^^8 million.- it went o^t of business in 
1971 after heavy I oS^es. \ " . ' 

73. A brief description of FIGHT will give an idea of the kinds of groups supported by th'e 
church funds. TIGHT is a federation of over 2*00 block clubs, neighborhood associations, busi- 
nesses, and religious and fraternal gl^ups organized in 1965. Although initial support came from 
the churches, FIGHT's primary financial sjjpport at present Is derived fromjocal contributiojis,. 

O .jal membership fees (from community^gr^i^s), and fund raising campaigns. Its basic focus has 
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nrl TT ' "'^"""P-^^"' organoation". Among other things, if has worked to rebuild 
^ZZnT. . Jo ' 'P'^'"^^"" '"'^ '° develop arid adrriinister a Sectip^ 236 housing proiect 
conta nmg |49 ^Par-ments with 25 percent leased to the Rochester HousiL Authority for rental 

nd a drH:!?e* pSLtV'^ r'"''' "^'^"^ ^""^^^^ 4° ^ '^"Ith clinic 

and a dayjcare center FIGHT has also engaged ,n a number of busirrcss enteLnses with the Assist- 
ance of the Xerox Corporation FIGHTON is a manufacturing faality (t 
stampings) that in 1970 had sales of over $1 million 



(transformers and metal 



'74 Churches i^a^e financial aid available' through domestic and fbfeigji mission budgets, special 
offerings collected from the church membership and directed, to specific (jamLgns, and throuRh 
disaster agencies. » 5 . uhuubii 

T5. Although It IS not included within the scope.of this paper, churches are deeply involved in 
overseas programs, especially, in terms of manpower ,nd resources. Recently.Wternational pro- 
grams have shifted cdntrol from the mission level to' the local church level. In aLition, there has 
been a shift in focus from services to developmental activity. - 1 

76 Critics of church giving ^tate that although some gra,>to« have taken cislk, ,he churches 
suffer from the same timidity that plagues other philanthropoids. They do not live as much as 

^ they could, they fail to exert the full weight of their authority bthind civil rightLnd public in- 

tnn 1"""',^,"" <'"P"<= immunity .from political interference, somelhurches.avoid 

controversial grantees. ' l 4«vv^iu 

77 A central role iq this area has been played by the Mennonites and the C\iurch of the 
Brethren which, althoogh small, have historically been "peace" churches. 

78. This js not Co suggest that chantabll contributions represent "free monest"\to the cor- 
porate official they constitute an alternate investment situation that must be justified in the same 
manner that any corporate inves^ent mus; be justified. . ' 

It; T.'f development of social audit prbcediires has been credited to Clark AbtAounder of 
Abt Associates, a Boston-based consulting firm. ' * - ^ 

80. Some traditional nationaflrganizations. such as the American Bankers Association! the US 
Chamber of Commerce, and others, achieved some reorientation of their prQgrams to iban and 
disband # ^"^"""^ ^" """""'^ ^""^ "^"^^^ e^^o^^ decelerate or 

81. Another factor contributing to reduced corporate enthusiasm for social programs Has been 
the lack of esay victories." Changirtg the society is -a game for iQOg-distance runnels" and 
cannot be' translated into easily quantifiable short-term achievements. Many corpor^IZs llowed 
S.ng ' ^^^n^^^ ""'^ '"^P^^l ^'om their work and from the organizations ;hey wefb sup. 

82 Because of reduced sales, the company conducted an indepth review of this policy ;nll974 
and reached a clear decision to continue it in-the future. 



.83 The Dayton.Hu^son Foundation also funded a program that was supported by seCeral 
industries to get out the 18-year.old vote m Minnesota. This is the kind of program that many 
corporate off.ciafs woul^ not Ij^ve touched because of the widespread b^ief that young vciters 
may ^ecj younger legislators who champion environmental, consumer, ta;<.reform. and other 
issues that affect tht corporate bankroll. . _ 

84 The decision' to focus on archil'ectur^ was based on the' corporation's* belief that 'The 
influence of architecture with which we ar€ surrounded in our youth affects our llvi-s, our Stan 
dards, our taste when we are grown |ust as the influence of parents and teacher^ with which we 
are surrounded in our youth affects us as adults." 

85. Corporations have been characterized bV a number of social activist grantees as beine willine 
to give money for or to address anyone .ilse's problems but their own; the contract recom- 
mended above would help to reverse that trend and enable corporations to iofluence Construe 
lively any new public policies that affect their own operations M 

ERLC 
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86. The Proicct reports that from September 1971 to September 1974 tt gave out a total of 
Sl.l million to 143 projects. Of 'that total, $466,777 came from general support mcome and 
$640,108 was raised by the Project from over 50 foundations as earmarked grants for Projcct- 
* recommended grantees. 

" 87. As noted eailier, a Youth Project type of structure coulifcgreatly assist corporate don6rs by . 
making available to them a range of skills and a kind of outreach not provided by, the United 
Way,*the grant coordinatmg mechanism currently relied on by the majority of corporations. 

88. Similar coordinating mechanisms for individual donors who wish to focus their charity on 
defined program areas and to maximize their impact by joining with Qther donors without 
creating family* foundation are also appropriate. Community trusts exist for thiS^ purpose in a^ 
number ot cities. The Hay market Foundatfon and the Peoples' Fund have recently been created 

tor the same purpose. And the .Joint Foundation Support in New York City is a proven example ^ 
of this kind of jdming together by individual donors to benefit the ^3oor or powerlespr* 

89. ' These recommendations *ar6 addressed ro improving present setup rather than replacing it.. 
Consideration should be given also to moro radical ideaS such as replacing foundations ,wilh 
quasi-public bodies. 

90. This IS not a plug for more meetings (which seem to eat up Vast portions of philanthropic!^ 
time) but for a sharing of substantive information and ideas. In the course of preparif\^ 
this paper many criticisms wisre made that The Ford Foundation, for example, fails to everi con- 
tact the Wes; Coast foundations when it develops a Chicano program for Los Angeles. Similarly, 
m telephone -interviews, I was often able to inform business grantmakers -of what chutchej or 
foundations had tried in then field of concern. More such communication is needed. (A start has 
been made among foundations with the cgeation of the 'Coalition of Change-Oriented* Founda- 
tions.") . • , ' 

'\ 

' 9l. For example, until this year philanthropotds have virtually neglected the rural poor, despit(j|^ 
the thorough documentation of their plight by commissions and other bodies. This Vear a 
consortium of foundations has provided m^|jfar funding for a center m Washington that will 
work on the hca^th,Job, and other problems of Americans living in rural areas, 

92. TWis recommendation also applies to grantees but is not developed m that context because 
«« this paper is not addressed to their limitations. 
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US, FOUNDATIONS AND MINORITY GROUP INT€RESTS ' 

U.S.,Human ResoiYces Corporation"'' 

' " Introduction* , - > 

J Research Focus and Methodology * 

n'llw* ■''^^"'■.ch Presented here focuses on the. idSntifiqation.and analysis of public 
policy issue^relatmg to the response of grant-making charitable foundations to the 

" .V?nc Tth "mTS'c?' °^ Americans, Eflacks, Spanish l;eritage and Native Amer- 
h.m.lpc ^^''.""'^V =o"siders three perspectives: (1 ) the foundations 

themselves, (2) minority organizations, and (3) federal and sute governments, particu- 
larly with respect to regulatory and taxing powers _ • !" ' ^ 

' fn.S,';'"' issues fall within four major areas:'(1) the rationales for private 

foundations (general policy issues), (2) the mission and program of foundations (31 
onli/ferlf "^J'^'^ constraints, and (4) administrative and st?ucVral 

policies. Also considered are factors that affect the different responses of foundations 
to minority concerns, and the various patterns of giving. uunuduons 
fSunt"' :^^^°^s were usett in this exploratory research: (1^ individual andinsti- 
utionaUnterviews; (2) literature search, review, and-appraisal (3) securing and ana- 
aScISoS: °" f°""dation.grants to Spanish heritage groCips,ld S- 

'lich^n'^"'!"'"? '"'i!'" panel was esublished to provide consultation, identify iunpub- 
•hshed materials, and review the draft of the final report 

iJl^lT'^i^'^' werejnitiated by the project director who contacted a^nllber of 
^ individuals who are working or have Worked with foundations, either on thJprofes- 
iTfLff °' members of the board. Several spokespersons for ethnic Minority 
.interests were also interviewed. • . I 

All the requests for interviews were granted. Exploratory conferences w h some 
mtemewees covered foyndation objectives and research apprt^aches. Policy a/eas were 
discussed with key. individuals. A^l interviews helped to provide access to pertinent 
materials.within the organizations. ^ • " [^'■'I'-'cni 

• • T^'? ''tf ature search began with Human Resources Corporation's own library deal- 
ing with foundations and their relations with ethnic minorities. A more comprehen-. 
sive source was the Foundation Center, an independent, nonprofit, educational organi- 
zation chartered by the Board 'of Regents of the State Universit; of New York The 
Sllc'.- m'-."!?c "^^^IT^ collection of documenes and daU concerning founda- 
Si?. fc- f States. Through direct access to the Foundation Center's index and 
b bliographip materials m its headquarters in. New Yori< City, HRC Examined and com- " 
piled all referencesto "minorities." , , ■ - 

Another bibli^gbphy was provided through direct conUcfwith Robert F. Goheen 
YoStV e.xecutive officer of the Council on Foundations, Inc' in New 

A fourtii source of reJevant materials \yks HRC's screening of thef(JHowing indices 
in cooperation wifh"' Information Unlimited" (a professional service): ' 
Reseof-ch in Education (ERIC) ' ' ' [ 
Reader's Guide to Periodical Literature • * * 

Social jf^hcis and Humanities Index ' 
Foundation News ' • • . ' • 

Public Affairs Information Service Bi^lletin 
Monthly Catalog of U.S Documents 

t-r,.- -* . . • 

This report was reprinted with permission of the g.S. Humaa Resources Corporation. 

FRir - 



1165 



1166 >^ 

Congressional Record Index ^ ^ / 

Education Index . . • . - 

Business Perioduiak Index ' 

Alternative Pressiridex . < . - • ' . 

Bibliographic Index' ^ • " * , ' ' 

Altogether, the search produced about 200lbb9J^s,^p^pdica1s** art^^^ 
ments. Those th^t were usad in the analysis appear^^tW^\BiBli6graph v ' • 

An important source of new material was the'Sommission on Pwate Philanthropy 
and Public Needs (Filer Commission), headquartered hi Washington, D.C. Filer Com- 
mission members were-generous in providing access to a substantial body of unpub- 
lished' paper representing the findings and opinions of the, authors as prepared fbr the 
Commission. 

Empirical data on foundation grants benefiting two types of ethnic groups living in 
the United States, those of Spanish heritage, and those of Asian heritage, were secured 
through computer print-oyts ffo^ the Foundation Center. In addition, HRCx?rdere,d 
separate computer runs of grants made to international Latin American prog#ns and 
international Asian programs, including both international -studies in American unlyer- 
sities and programs serving. local populations abroad. % ^\ , 

' Information in the' data ban!* was corapired from the 1972 and 19?3 editioc\so^f . 
the Foundation Grants Index and bi-monthly 1974 editions of the journal Foundation ^ 
News. The ray/ computer data have been recast by HRC in tabular form in ordert9 re- 
veal a number of important relationships, and to indicate possible directions for future 

eil^pirical research. ^L^'^ - . ' . 

The dispontinuit^pf .much of tlie literature, along with the absence of systemati- 
cally accumulated daSfl^as emphasized th^ need for more systematic apd comRj-e- 
hensive reporting. HRC believes that this report makes a substantial contribution to 
the literature by delineating and clarify ing issues, and indicating area% that can be prt> 
ductively studied in the future. ' ^ ' . , r^ 

' U.S. Human Resource,s Corporation ' ^/ • • 

vHRC, a minority-owned consulting firm with an. interracial arid muitkdi^cfpUne 
staff incorporated in July 197,0, has had extensive national and local ^expeiiefice in re- 
search, program planning and' evaluation, and community planning^ and has worked- 
with both voluntary and public agencies which serve ethnic hiinority , populations. 

The presi^t of the firm, Herman E. Gallegos, has had extensive experience with 
foundation through his membership on the bb^rds of the Rosenberg Foundation 
(serving taliforni^), the National Campaign for Human Development, chairperson, the 
Poverello Fund (California), hiFposition as a consultant to The Ford Pobndation, and 
his wide contacts with minority-controlled organizations, many of which have nought 
or received foundation grants. Masato Inaba, a principal of the firm, has been exten- 
sively "tovolved as paid staff and as a volunteer with Asian America^organizations. 
Thilbgh these experiences, HRC has become increasingly concerned about th^ 
, responsiveness of foundations to the needs of ethnic minorities, as well asaware'of 
the scarcity of systematically gathered and organized information on the subject. The 
National Science Foundation was receptive to the ideaj)f HRC's undertaking an ex- 
, ploratory study. Gladys Handy, of NSF staff, provided technical assist^ince and ^n- 
couragement in thejformulation o( the study design. We express our appjfe^fciation for 
her help. . , , ' . \ 

'Frank Moncrief, senior researcher, and Brenda Mcintosh Walsh, associate research- 
ier, cohtributed substantially to this report. 

The assistance of our review panel of ethnic and foundation consultants has been 
invaluable. This panel included: Msgr. Geno Baroni, president of the National Center 
0" ' Urban Ethnic Affairs; Mrs. Ruth Chance, retired executive of the Rosenberg Foun- 
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dation; Dr Ernesto Galarza; Dr Robert Hearn, executive director of the Association 
of Black Foundation Executives, Dr. Harry Kitano, Dr. Julian Samora; and Mr. David 
Ushio, national executive director of the Japanese American Citizens League. 
' u ^ l^^\^Ji^^^^ °^ ^^'^ ^^^^^^ submitted to the National Science Foundation on 
March 7, 1975. Minor alterations and additions have been incorporated for this final 
report-. 



Summary - 

Private charitable foundations have been largely insulated from the broad^reaching 
public- debate accompanying the spate of recent inquiries into American social insti- 
tutions The foundations are surprisingly numerous - totalling perhaps 30 000 - ^nd 
m a few cases, quite' influential. Yet, with few notable exceptions, they have not been 
subiected to systematic scrutiny in terms of their programmatic functionalism and 
relevance to pressing issues of American life. In particular, foundations have rarely 
been examined as to their responsiveness to the concerns of minority groups. 
' u '"u^]^ decades, as the.federal government has taken art increasing share of 

the philanthropic burden, and as nev^c social movements have made their impact the 
traditional functions and statuses of foundations have been queried Foundations en- 
joy broad t^x privileges which have only recently been partially restricted; it follows 
that foundations must deserve these privileges by acting m the interest of the entire 
society - especially by responding to those groups most in need of their assistance. * 

Foundations take no cues from any external political consensus. They never need 
,worry about running for reele(rtion. In theory, they should be among the most flexi> < 
ble and innovative agents for social progress. Minority groups, therefore, should re- 
ceive at feast a proportional share.of foundation largesse. But this is hardly the case 
The statistics are clear and compelling: • , , ' 

• Americans of Spanish heritage account* for S^^ercent of the total population. 
According to HRC .research based on Foundation Center data, from 1972 
through March 1974, Spanish groups received 0.8 percent of all the (tabu- 

„ -lated) funds disbursed in 1972-73 by American foundations. Of the 217 
grants rfiade to these minority groups, only 39 percent went to agencies con- 
trolled by individuals of Spanish , heritage. There was also a regional inequity 
with Spanish heritage populatiqns in the Northeast receiving proportionately' 
more funds from more diversified sources than the Spanish heritage popula- 
tions heavily Concentrated in the West and the Southwest. 

• Americans of Asian descent account for 0.6 percent of the nation^/ popula- 
tion. Foundation Center data analyzed by HRC indicate that from 1972 
through August 1974, Asian groups received 0.1 percent of the total from 
foundations /or 1972-73. Further, only 22 percent of this tiny share was 
awarded to agencies run by members of the minority group. Most of the 
funds went to Chinese organizations, mo^ly'in the Northeast. The West, with 
57 percent of the Chineie-Americar> population,Vec^ived only 31 percent of 
the funds. Other Asian groups - Japanese, Korean, Filipino - were virtually* 
ignored. 

• Afro-Americans comprise about 11 percent of the total pppulation. ^Accord- 
ing to an Urban League study ;|^foundation,grants. during 1970-71, in the 
welfare category, less than 5 vSrconl of the chijd-weltare funds *v^t to 

^ bytks, and only Q.5 percent to black-contralled agencies; of grants to youth 

program^ ohiy 1 percent went to. agencies run by blacks; of grants to col- ^ 
leges, ofiiy 6 #rcent went to black institutions; of grants for assisting the 
aged, only 3 percent was allowed the biack community.. 
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Similar patterns could be desq^ibed for other groups, including women and Native 
Americans. Minority needs are consistently slighted. Only 75 foundations in the Foun- 
dation Center's data base were found in our analysis to have contributed to Spanish 
heritage and Asian American beneficiaries. When grants are made to minorities, they 
tend to flow through broker agencies controlled by the majority culture. Regardless of 
a minority group's distribution across the country, grants are often concentrated in the 
Northeast - which is, nottcoincidentally, the major locus of foundaticfh headquarters 
in the^United States. There is a disproportionate number of scattered grants and little 
heavy or longitudinal commitment to minorities on the part of most foundations 
which have contributed to such ?oncer;is. Programs oriented to Asian or Spanish- 
speaKing countries and studies are far more heavily subsidized than are programs di- 
rected to domestic Asian and Spanish-heritage minorities, respectively. And finally, the 
small bh^re of foundation money going to minorities is preponderantly spent on con- 
servative, low-risk projects. , 

That IS, the money flows heavily to education institutions. Of the $1,243,940 in 
the data base granted to Asian Americans from 1972 to August 1974, HRC calcula- 
tions/showed 55 percent flowing to education and research. Most of the rest was di- 
vided among agencies for he4ith, legal service, technical assistance and developn^ent, 
and welfare. The corresponding figures for Spanish-heritage groups were out of a total 
of $11,357,490, 49 percent went to education. The emphasis reflects a general ten- 
dency among foundations. A it^udy of all foundation grants from 1962 through 1971 
found education t6 be the, most favored field of service, receiving 33 pertent of the 
total (health received 14 percent, welfare, >9-percent). 

The Tax Reform Act of 1969, though not an inpenetrable barrier prohibiting allo- 
cation of grants to innovative, inst^tutionaKchange-oriented projects,^ has provided 
some support for foundations which prefer to allocate grants to low-risk, conservative 
programs. It acts as a foil to such foundations in part through its "expenditure re- 
sponsibility" section. This section requires th^t foundations be accountable for all ac- 
tions taken by their grantees other than pubhe charities, giving an edge, to the latter 
and slighting the qewer, action-griented agencies of particular' Hnportance to minority 
/groups. Hence, the great majority of grant funds have benefited and continue to^bePe- 
fitestablishment organizations an^l institutions. * / 

Tl^e TRA also places strictures against pplitical activities ^uclyas "attempting to in- 
fluence legislation, including attemptirig to affeet public opinion or communicating 
with persons participating in the legislative pToqess/' Thus founcttions were denied in- 
volvement with the political proce^ss and direct access to meaningful power. It is no 
wonder that some minority spokesmen considered >t a "hostile SlJ." In practice the 
TRAV restrictions have done less damage than initially feared. Founu^tion support for 
voter registration was greatly limited at first, but then increased after regulations speci- 
fying permissible circumstances were issued. In recent years the TreasJry Department 
has been reasonably generous in allowing foundation gifts to potentially political un- 
dertakings. The "expenditure responsibility" section retains a certain inhibiting effect, 
but otherwise for minorities the YRA's impaat appears not to be overly detrimental. 

The problem lies mainly with the foundations themselves. They frequently, operate 
within a constricted compass promulgating social progranrjs which lag behind those, put 
forth by govenjment and academia. Their hOTrdrtre ingrown, interlocking,, and self- 
perpetuatirig. They are dominated by white. Ivy Leagye males, to the almost total ev 
clusion of women and ethnic minorities. The same is true of the composition of many 
staffs. Each foundation ^s answerable essentially to its own seif-appointed trustees. 
Perhaps, given these circumsunc^, it is^ot surprising that foundations should have a 
history of ignoring minority concerns. They generally have not made convincing ef- 
forts to fully understand them. 

Some foundation executives have recognized these problems. In 1968 Alan Pifer, 
president of thfe Carnegie Corporation, found strong evidence that foundations "are 
overwhelnningly passive, conservative, and»^nchored to the status quo . They are agents 
of continuity, not of change." For the years* 1972^73, of a toul foundation expendi- 
O „j of $ 1 .6 billion, only 0.7 percent involved politics and government and 03 percent 
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involved economics. These figures led Archibald Gillies, president of the John Hay 
• Whitney Foundation, to conclude thatV'foundations are not facing basic pblitical and 
economic questions." Thus such criticisms do not emanate only from the minority 
groups that would most benefit from a reorientation of funding priorities. 

In fact, these views are shared by much of the general public. In 1969 an inde- 
pendent survey of 4,000 distinguished Americans found strong majorities in favor of 
more direct public policy activity by the foundations. .Three years later, a Gallup Poll 
^ of the public at large clearly showed general support for foundation involvement in 
such polmcaliy related areas as drug abuse, hospitals, the aged, pollution control and 
juvenile delinqOency - and hardly any interest in support for education. ' 

Foundations *have not convincingly supported programs that seek institutional 
change, that challenge accepted mores, and that correfate with the needs of disadvan- 
taged groups Programs that attempt to deal with basic issues, that bring flexibility and 
innovation to social problems, and that are conducted in a spirit of cultural hospitality 
rather than paternalism are ^shamefully few. A reorientation of foundation procedures 
and priorities would put such basic needs in the forefront, and would examine and cul- 
tivate availible ethnic fninority resources and capabilities. 



Recommendations * ^ 

»^ 

. The recommendations and suggestions below flow from issues raised in the accdm-- 
i panying exploratory ^udy. The study is oriented in the direction of the stated per- ' 
spective- that foundations should be forerunners and not laggards in acknowledging-, 
and furthering the dighity and equality of all peoples and^ces in American life. We do 
not dispute that private philanthropy serves a variety Expressed needs in a com- 
mendable and inimitable fashion; ^e core of our positiorfis that foundations in claim- 
ing to serve the nebulous ideal 6f ''public needs" and "the public interest,'' have not- 
sufftciently provided for the needs and interests of minorities. The question is one of 
system changes and of allocation of resources. < ' 

It is hoped thai foundations, donee organizations, government officials and minority 
groups will benefit from the overview presented here, it is to these diverse audiences 
that the following are directed. 

1 Insofar as there remains a-fundamental disparity between the priorities of minor-' 
ity groups and those oT private foundations, it is recommended that minorities give 
more attention to foundations as institutions and to system-changing possibilities than 
to formulating technical proposals. StructuraUlternatives which could enhtince the 
private philanthropi9 arena fpr minorities include: 

• a matching grant system, currently debated publicly and privately; 

• a limitation on the life of donor-contrqjM foundations, periodically ^ ' 
presentedas a viable mandated possibiiiwiand 

system of community ascertainment, outfined below. ' ^ 

2. A defense of the feasibility of a system of community ascertainment was not 
possible in this study. We have borrowed the concept from the requirements made by 
the federal government upon holders of broadcast communications licenses. The idea 
IS put forth for consideration both as an alternative to the advocation of a radical re- 
structuring of the private foundation system and as an illustration of the type of revi- 
sion which IS necessary to resolve the question ot equity raised by minority concerns. 
An attempt to ascertain community needs and interests, that is to say, community 
problems, would provide a standard (even withiri donor-restricted subject areas) for . 
priorities currently set by boards often on the basis of recondite or nonexistent 
rationales. ^ ^ 

Foundations, like the media, should not reFy on an "inherent knowledge" of 
^-"-munities or fields of service. They should be required to "dig beneath the 
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burfdtes) of majority opinion and conventional wisdom to discovej^nd deal with nejds 
that might not otherwise be exposed."' They should estabji^sh continuous contacts 
with various segments of the population representative of "needs, interest^ and pj/ob- 
lems" .indicated. The purpose here is not to strain an analogy, but to accommqflate 
portions of the rationale and somg ,of the technique*, of ascertainment which seeni ap- 
plicable to foundations. A format Encompassing some or all of the following elements 
could be considered as an alternative to the present personalized system: ' / 

• development goals and objectives, which match foundation resources/to 
community needs; • -I 

9 assemblage and analysis of needs data on a regular basis (e.g., every tnree 
or four years) for purposes of competent grant-making; and / 

• determination "uf needs by combinations of methods such as (a) consulta- 
tation with a representative range of groups consisting of broad ecohofrnic, 
social, political and cultural segments of the communities; .(b) crpsi-sec; 
tional surveys and other sampling methods to establish the nature of the 
communities served; (c) examination of revenue sharing decisions for their 
elucidation of' community needs, \d) pe'rusal of government compiled' 
social indices, and (e) solicitation of.TTtformatiop fro.m the general public 

\ to reveal problems of ^^os'e who are ^)ot well organized and have few 
, recognized spokesmen. r'. * ' I 

- ' ~ ' k , • _ 

Na-tlon^l foundations coul,d*<M^^$certainment efforts on regional evels and 
'^stabtishVCoJpsa tive 4rfang em.^t%|^^Qnim'unitv-k faunJations for the sharing 
of i^forrnkionrs^^ resources could rely on easily available 

md'i£at^>"of communfly p/oblenas suct> as demand for revenue sharing urograms. 

3. Xo ascertain programi^fe priorities of grant-making, foundations are urged to 
reexamine the amount of fmi^ding expended for "internationally oriente4 activities. 
Scrutmy is required inasmuch as disproportionate amounts of grants Keve been nud'p, 
for example, to Spanish-speaking countries and their study vis-a-vis Spanish-speakif]g 
communities in the United States. I,t is noted that grants for programs abroad njajy 
carry a patina of glamour not intrinsic to domestic projects. 

4. Minorities have not received a substantial share of foundation funds. An equal! 
important question, however, relates to the nature and quality of funded grants 
terms of scope of problems addressed.' We concur with the statement that "too rhan' 
foundations support only people and projects that unquestioningly accept orthodox 
assumptions about the nature and consequences of the institutions that mold our 
society."^ Hence, ^ 

Fpundatio/is are urged to take stands on projects which involve risk and 
^ raise questions of institutional thTn^e. 

* • Foundations should not automatically shy away fron>gfants that may ap- 
pear controversial. - . ^ ^ , . 

' "•'Tunding high-risk projects need not niean shirking afcpoun lability require- 
ments; programmatic monitoring can enhance experimental projects by 
increasing credibility and cli^nces for dissemination and byeliminating un- 
meritorious projects. 

• Coriirfete evidence linking the Tax Reform Act of 1969 to foundation 
timidjty regarding expenditure responsibility projects is not available. .In- 
sofar as evidence may accrue confirming such an implication, then modifi- 
cation of inhibiting clauses may be^deemed desirable. ' 
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• -Foundations are 6rged to chance supporting more groups without- track 
records and without the imprimateur of prior foundation acceptance At 
the same time, a certain Amount of longitudinal security shotrtthbe forth- 
coming for programs directed toward minorities and proven meritorious. ^ 

nffLJ^L^rtk^ * T^^" 5^'^'" ^"'^ ^'^^"^ ^"2lity of technical assistance be 

^ItJ^ii-t "l""'^^^'^"^ and organizations of foundation^ to minority grotips with the 
DOtentiahty for resolving community prob^ms. Concomitantly, donor groups are 
to increase visibility and accessibility to donee groups, with special attenttonfa 
3hic areas outside the northeast which receive disproportionately low shai^J»f 
undation monies. Various approaches could prove beneficial: - * 

' Annual reports should be comprehensive and informative about the goals 
andturrent projects and capacities of foundations. r— - 

• Statements concerning grantee eligibility requirements should «e made 
available and disseminated. \ > 

• InformatiorT :oncerning application procedures should likewise be readily 
available. ' , 

• Regional consult*its and/or outreach offices could provide greater access 
to foundations f(Jr interested groups. . ,^ 

. • Cooperative efforts and pooling of resources among smaller founSations is 
recommended to enhance visibility with minority groups. 

• Cooperative efforts with the Foundation Center, the Council on Founda- 
tions, and other umbrella groups is.essential. / 

* -The Council on Foundations js urged to consider establishing a minority ' 
group advisory service to grant-making organizations as it has done fo'r cul- • 
tural affairs^ » . , 

6. We advocate that foundations channeling funds to benefit minority communities 
make vigorous attempts to locate ethnic recipient groups. The concern is one of simple 
Ti'^f^^r f right of minority- groups to self-determination. In addition, established 
.ffistitu ions to which most grants are allocated are frequently marked by poor affirma- 

tive action records. , ' y / r ^ 

7. It is imperative, from our perspectTve, that foundations achieve a higher level of 
minority.representat.on on boards and on staffs. Though not a definitive elefnent in ' 
the atUinment of sensitive and meaningful programs for minorities, the dearth of mi- 
norities in foundation circles canndt be conducive to the evolvement of compatible' 
and constructive programs oriented toward minority concerns. * 

• -Parameters for affirmative action by foandations could be established bv 
the U.S. Commission on Civil, Rigt^ts. , 

8. We strongly recommend that a systematic data base relating to foundations and 
their responsiveness to minority groups be instituted. Current levls of record-keeping 
reflec a paucity of information ab^ut minorities stemming at least in part from the 
unwillingness of many foundations to divulge such information. The 990 Forms are 
often incomplete, and difficult and expensive to summarize. 

• The Foundati6n Center would be'^an ideal voluntary mechanism for ac- . 
cumula|ing data on programmatic and representation trends. 

• Alternatively, the IRS could demand more relevant informatio/i from 
foundations, utilizing excess funds from the 4" percent tax to systemize the 
data. 
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It IS hoped that the suggestions above will receive serious consideration from thos? 
now active in the foundation arena. 

« 

I 

IDENTIFYING FOUNDATIONS 

Definitions of Foundatiof;is 

Private^grant-making foundations cover a large territory. Foundations are far more 
monolithic, and specific information on them is sporadic and scattered. Thus any re- 
search into this field must begin with a clear under^^ding of the spectrum and defi- 
nitions of the foundations considered. j \h 

For this study, HRC accepts the definition of a fSundation used by the Foundation 
Center in compiling the fourth edition of the Foundation Directory , formulated by 
F. Emerson Andrew's, president emeritus of the Center, as follows: 

... a rlon-goverrtmental, non-profit organization, with funds and programs man- 
aged by its own trustees or directors, and established to maintain or aid social, 
educational, charitable, religious, or othel- activities serving the common wel- 
fare.? . ^ ^ - . . ^ . 

We include the Foundation Center's quarititative criteria which restricts the num- 
ber of foundations listed to those making grants either to organizations or individuals, 
although some may, themselves, administer service or research programs. An ''opera- 
ting foundation," one whjch uses its resources exclusively tpr its own program, does 
not meet our study definiti^on. \^ 

Because, of the explicit meanin^given by the Tax^eform Act of 1^69 to the 
terms ^'private foundation" and "puilicly supported diarity," this study eUminates 
use of the modifier "private** when discussing those non-governmental, nonprofit 
fecundations which are included with iWitl^ scog,e of the research. Hence a community 
foundation (or trust) which meets the reauirements of our definition, even thougjj it 
qualifies as a "publicly supported charity'! under the Tax Act, will be part of the study 
universe. I' 

Additional criteria in the Foundation Q^rTter's volt^me include botfVcharitable trusts 
and corporations, )but exclude Organizations ' / 

. . which^TrTake a generaLappeal to the public for funds; which /ci as trade asso- 
ciations for industrial or other special groups; which are restricted by charter 
solely to aid one of several named institutions; or wl;iich function as endowments 
set up for special purposes within colleges, churches, or other organizations and 
are governed by the trustees of the parent institution."* 

The first exclusion is useful in distinguishing entities that may call themselves 
foundations, but that are essentially fund-raising organizations. It is an important 
distinction, since many diverse enterprises such as research organizations, academic 
institutions, social welfar^e, organizations, voluntary healttLagencies^ patriotic societies^ 
college and altlmni funds, and even trade associations have adopted ''foundation" as a 
part Q^heir name.* Andrews himself has observed, 

... the prestigeful name foundation has been adopted by many organizations 
which have no proper right^o its use.*These include agencies which solicit con- 
tributions instead of disbursing from an established fund, and some which are 
trade associations, pressure groups, or outright rackets. . 
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Andrews therefore stipulates^that "the possession of an endowment is essential to a 
true foundation."^ 

The opiwational definition of private foundatPons used by the federal government 
(Internal Revenue Service) was alsg arrived at by exclusion. A brief.discussion of these 
statutes and IRS regulations will be helpful in providing a legal perspective for defini- 
tions of foundations. The Tax' Reform Act of 1969 provides a comprehensive set of 
rules dealing with virtually every aspect of the prganization and operation of private 
foundations which are identified as any domestic or foremen organization exempt from 
federal income tax under Section 501 (c) (3) , other than certain specifically described 
organizations. These exclusions include, basically, three classifications of Sec 501 (c) 
(3) organizations: , s . . \ / 

(1) Churches, schools (and their fiAd raisers)/hospitals, states and political 
sub-divjsions. 

(2) Publicly supported charities. 

(3) Organizations controlled and operated exclusively for the benefit of one or 
more of the organizations described in categories (1) or (2) above.'' 

The terms used in the first category are not Hkely to cause difficulty in implement- 
ing the Act However, complications do arise ^n determining whether an organization 
IS a publicly suppdrted" charity. This is of more than academic interest since sub< 
stantial benefits accrue to these organizations. Specifically, they do not incur the 4 
percent excise tax on net Investment income imposed on private foundations, nor are 
they subject to certain penalties for engaging in^rohibited ^taxable expenditures. 

Henry G, Zapruder. in his "Analysis of Provisions Affecting Foundations," classifies 
a publicly supported charity as one 

. , . accomplished (1) by iticorporating by reference the definition of a publicly 
supported charity under Sec. 170 of the Code -(dealing with charitable contribu- 
tions) and (2) by introducing a new statutory definition of a publicly supported 
V charity in Sec. 509 (a) (2). These two distinct^xclUsions for "publicly sup- 
ported chanties are independent of one another, and qualification under one is 
sufticient to exempt the organization from^the private foundation definition ' 



Eslintially, under Sec. T70, if an organization "normally receives a substantial 
part ot Its support, exclusive of income from its charitable activity, from a govern^ 
men^l unit or from contributions from the general public," It is excluded from 
classi ication as»a "pnvate foundation." Treasury 'regulations specify two tests for 
this. Under the mechanical test, an organization fs deemed tp 6e "publicly supported" 
If It normally receives one third or more of its sypport frorfi the general public or 
governrnental units. In additipn, contributions from any one person (and member of 
hmamily) are included up to 1 percent of the organization'^ to|al suRpont 

Should an OrganT^afion fail the mechanical te^t. it may still qualify as a "publicly 
subported charity" under a "facts and circumstances tqst." This test is designed to 
perlTiit organizations that receive less than the one-third public support required by 
thelmechanical test to classify as "publicly supported" if they receive support -from 
a representative number of persons in the community." Relevant factors here include 
whether the governing body is made up of public officials or citizens who are "broad- 
ly representative of the interest and views of the public," and whether its financial 
f epprts^r^ prtpvjded tp the public at least.once § year.^ 

As mentioned previously. Sec. 509 provides still another way to exclude an organi- 
zation fronrf the private foundations" category, and thus permits it to.be classified as 
^•a publicly supported charity." Two conditions imposed here are that (1) more than 
one third of the supfiort must be from specified sources (in essence, the general 
public), and (2) less than one third of the 'si/pport must be from gross invest.nent 
income. This statutory provision differs from the Treasury regulations in that it 

Er|c 2.2 
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impose/^ ceiling on investment income, and it incfudes gross receipts fronvarelated 
tradror bubirt^ss in determining total support and support from the general.puWk;.*^ 
Ab Arnold J. Zurcher and Jane Dustan pote, the Tax Reform Actof 1969 denh^ 
at least b\ irnplication, tlie foundation substantially as Andrews does - namely, as 
privatefy administered, tax-exempt^ charitable organization with an endowment or 
property providing at least two thirds of its income.*^ Even though a prominent, 
privately created, study gfoup, the Commission on Foundations and Private Philan- 
thropy (Peterson Commission), in its 1970 report, does not consider the possession 
of an endowment as an essential element in its definition, the report does state that 

. . . two basic characteristics distinguish foundations from other charitable 
organizations, first, they receive their contributions from a sirigle person or a 
lelatively small group, and second, their major function \s giving (grantmaking) 
rather than 3oing. * ^ \ ' 



^ ■ * * Types of Foundations 

Five types of foundations have been identified by Andrev^ to reflect both the 

major distinctive program objectives and structure of a foundation:* ^ 

- » •> -? 

1 General pUrppse foundations, with broad charters, '*dir^ected by. boards of 
trustees with wide interests." Most of the larger^ welKnown foundations such as 
Carnegie, Ford, and Rockefeller are of this .type, 'mpst operate. with a professional 
staff. 

2. Sfiedal purpose foundations "which are restricted by charter to a specific field, 
or purpose," and usuaily reflect the interest of the original donor. The Carnqgie En- 
dowment for lntej[national Peace is an example. These are usually smaller thaft the 
average general purpose foundation. * ^ , » 

3. Company foundations^ created by corporations to facilitate corporate giving 
as well as to confer financial benefits on the company. The Tax Reform Act has made 
the company foundation a less attractive instrument for corporate gif^s. 

4. Family foundations^ established by a living person or persons rather {han l?y 
bequest. "Their boards usually consist of family members and their immediate asso- 
ciates, and they oft^ serve simply as channels for the personal giving of the found- 
ers." These family foundations sometimes expand their purposes- and resources to be- 
come a general purpose foundation. The F.ord Foundation, which began in 1936 with 
aryoriglnal endowment of $25,006 is one example. 

5. Community foundations^ composites in which gifts or bequests are administered 
a^ to principle through the trust departments of qualified local banks; the income, 
with any^ authorized portion^ of pri^ipal, is disbursed.under control of a distribution 
committee selected for representative character apd knowledge of charjtable affairs. 

Local variations of this community foundation structure include the corporate 
form of a community foundation, through which the foundation invests the^gifts or 
bequests made directly to it, or authorises local banks to administer and invest the 
fands, the community foundation which performs the distribution function>or, the 
^foundation v/hich performs both functions. Performance of both functions by one 
entity is increasingly acjcepted as the b|est way to further the objective of building an 
endowment and using the income to encourage and support local projects. Originally, 
"community" was conceived as embracing a particular city or a limited geographic 
area. Recognition that community interests may extend over a Jarger geographic area 
imulated the development of regional and statewide community foundation^. 
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^^^^ ''^'^^''5 'San Francisco published a handbook, 
Ihe Bread Game, oriented to those from the Third World community who seek morrey 
• from foundations. The authors describe it as a Uunique how-to manual of fund raising 
for social change." This joint venture of the Regional Young Adult Project, and of 
Pacific Change uses the preening five-tier structure, but further annotates it with 
the authors' non-pedantic judgments about the probable responsivene?^ of founda- 
tions: 

*■ 

Genera/ Purpose Foundations, Most important of these ^are the particularly^ 
large'-foundations tha.t operate with relatively few restrictions. They are t,he most 
difficult to obtain money from; generally they prefer to relate to institutions as ' 
large as they are. ^ 

Spec/a/ Purpose Foundations, Jh$se restrict their grants to a specific area of 
^ interest; health, art, etc. They |j:e a^good source if your project falls within their 
area of interest ^ ^ . 

Corporate or Company Foundations, Federal law allows a corporation to give 
5/0 of Its adjusted gross income to charitable and/or educational activities 
Actually businesses now give on the average less than 2%, usually in uncreative 
grants to enhance ^heir corporate image or satisfy the personal preferences of 
investors pr business contacts. Many corporations are getting edgy about flak 
they are receiving from the public for social irresponsibility, so they are now 
niore susceptible to requests from ordinary folk. If a corpk^ticm has no founda- 
tion; try Its public relations or community relations office. 

Fami/y Foundations. These are set up and controlled by a donor and his family; 
their grants fall within their areas of personal interest. 

Community Foundations, A relatively recent addition to the foundation world 
these foundations receive and ^rant funds within a specific geographic area' 
Often they are very large, -since they receive the assets of smaller foundations ' 
who do not want to take the trouble to administer their funds themselves. Be- 

^cause they are limited in geographic area and*have broad purposes, they are a 

^ good place to go for funds.* 



Number of Foundations 

Estimates of the number and size of foundations vary considerably among official 
bodies or individuals who have produced organized data. These differences stem from 
thlc varying concepts of a foundation, the precision, or lack of it, in definition,- and 
the inconsistent methods of counting. 

Tne Foundatidi^'^^Cent^r, for the year 1968, counted 22,000 foundations in the 
United States; the Internal Revenue Servjce provided the Subcommittee on Domestic 
Finance of the HoiSse Committee on Banking and Currency witfi a^list.:of 30 262 
private foundations" for which they had records in 1968.' ^ Reports to the Internal 
Kevenue Service, however, include operating foundations, trade associations, and 
other acfivities which ^exceed this study's definition of a predominantly grant-making 
foundation. An examination of IRS reports, filed in the Business Branch of the San 
hrancisco Public Library, revealed such non-grant-making organizations as American 
Air Museum Society, American Association for Inhalation Therapy, American Build- 
ing Contractors Association, American Cancer Research Foundation, American Legion 
'Auxiliary, American Physical Fitness Research, 4nd American School of the Dance 

estimate, by the House Select Committee on Small Business under Chair- 
man Wright Patman in 1961, was 45,000 existing foundations. Not only is this th<j ' 
O the thre^ estimates, but it was made in 1961. Evidence presented by founda- 
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tion autlmities indicates that there were substantiaiiv fewer foundations in 1961 
than in 1^6?.*^ 

Off May 4, 1975, the San Francisco Examiner printed a report of the National 
Council of Foundations by William Mullen of the Chicago Tribune stating. 

There are 28,000 foundations in the United States, wifh $27 billion in assets. 
The assets mostly are in the form of stocj^ portfolios left to them by the na- 
tion's richest families The income from the stock is what the foundations spend 
for their stated purpose, "the betterment of mankind." 

Tl4is study 'accepted for its count ^11 organizations required to file reports with the 
Internal Revenue Service as*a tax-exempt organization or as a charitable trust, without 
qualifications. 

Data presented here will reflect the definition used by the Foundation Center. The 
Council on Foundations, a voluntary association of approximately 715 predominant/.^^ 
grant-making organizations, which has a working relationship with the FouttdaBoit 
Center, estimated that in mid-1 974^ ^there vJere between 28,000 and 30,000 private 
foundations with ^discretionary grant-making functions and 250 additional community 
foundations or trusts also making grants and ope^-'ating in a manner often indistin- 
guishable from a priv^Jte foundation. Most meet criteria under the Tax Reform Act 
which enable them to b^ classified as a "public charity ' with consequent beneficial 
tax treatment.* ^ 



Growth and' Assets of Foundations • 

Reasonably complete data are available from the Foundation Center on the year 9f 
establishment of the 5,454 larger foundations listed in Edition 4 of The FoVndatioh 
Dfrectory (foundations,, which made annual grants of $25^00 or more, or had assets 
of $500,000 or more), "bnly 9 percent were established prior to 1940. But of thdse 
with assets of $10 million or more (in 1969), 38 percent were established prior to 
1940. - , ^ 

Small foundations, those with assats under $1 million, are a more recent develop- 
ment, as 96 percent of these were created in 1 940 or subsequently.* * ^ 

Andrews notes that most of the foundations created in the 1940s were 

. . . family or conipany^.sponsored, . . /differingln one significant respect from 
the traditional type; usually they had no large initial corpus, but carried on their - 
Often substantial program with monies currently received. 

Andrews also pbservepi that the high tax levels resulting from World War II stimulated 
their formatibn.*^ 



Directory, which itei 
available. Descriptive 



In Spring 1975, the Foundation Center published Edition 5 of The Foundation 



izes about 25,000 foundations for which 1973 fiscal data are 
informati9n is provided for approximately 2,500 foundations 
with assets of $1 mill i(j)n or more. " , 

Early in 1972, about 25,OOOfOundations listed by the Foundation Center had cpm- 
bined assets of $^31 .5 billion. Of these, 2,381 had assets of $1 million or more, and ac- 
counted for 92 perceflt of total assets of all foundations. More than half of the smaller • 
foundations (assets of^$1 million or less) had assets of under $50,000.^^ 

Jack Magarrell investigates the effect of the decline in security values on founda- 
tions for The Ch'ronicleof Higher Education. In the September 30, 1974, issue he re- 
ported that the drop in^he market that»year substantially reduced the vaUie of th6 
holdings t)f foundations. X sample of 22 of the larger foundations showed an average 
loss of 23 percent in assets during the year ending June 30, 1974, and stjbstantial 
I ' dines were reporteti for Carnegie, Ford, arKi Rockefeller. This is importan: because 



data in a subsequent section show that the Carnegie and Ford Foundations alone 

ff^^rtnH u ^° c"^^ I""" SP^"'^'^ heritage organizations as 

reported between 1972 and the end of the first quarter in 1974. (See p 1185 ) 

Although "contemplated reductions" m foundation grants . . . generally are much 
more moderate than'the foundations' loss in assets," according to Magarrell ^' the 
largest foundation, Ford, announced on December J5, 1974, that it would reduce its 
gran« over the next four years from $203jtiillion to $100 million. McGeorge Bundv 
the foundation s president, said that "theVtrustees wanted to get down to a level of 
grant -support that we that ^sPcan sustain indefinitely," and "move away from our 
long-standing practice of using a portion of our capital assets for annual grants ^ 

Ford Foundation assets have declined from 44 billion 10 years ago to $2 billion at 
'io-,"l"^u' Moskowitz reports in The San Francisco Chronicle, 

May i, mb. The erosion i^ due to the foundation's stock market losses. 

Trends in Foundation Grant-Giving 

The "Ten-Year Grants Index Table," published by the FoOndation CenteF is a 
reasonably valid indication of the trend in grant-giving. (The year shown in the table 
does not necessarily reflect the year a grant was authorized or paid but the year the" 
Center obtained the information for publication in Foundation News ) 



Ten-Year Grants Index 
(in millions) 



Tie Id * 


1962 


1963 


1964 


1965 


196t 


1967 


1968 


1969 


1970 


1971 


Total 


Percent 


^Education 


S145. 


83 


186 


164 


157 


191 


308 


202 


281 


343 


$2,060 


33 


Health 


. 32 


35 


129 


103 


62 , 


81 


77 


106 


121 


156 


902 




International 


52 ' 


82 


74 


128 


141 


84 


93 


75 


59 


106 


894 


14 


Welfare 




24 


44 


104 


81 


82 


74'* 


102 


136 


174 


'/I 8U 


13 ^ 


■Sciences 




47 


58 


60' 


^69 


78 


106 


114 


93 


Ul 


78^ 


12 


HuRiani ties 




48 


39 


39 


117 


39 


72 


37^ 


S2 


103 


562 


9 


Rel igion 


5 


X 


29 


51 


34 


24 


23 


41 


51 


73 


, 333 


5 






J24 


556 


649 


661 


579 


753 


677 


793 


1,066 


$6, 373 


100 



Source: The FountJatlon Onter. 



M,..i^ « A reserve rund3 These grants are listed individually 10 this issue under 

million e^o^t show, up dramatically the -Mun^n.t.es- coluSi 0? "= t.i-"ar »bL 

Data for this table originally consisted of "published reports of the large founda- 
tions, press-releases, and newspaper clippirigs." Now the primary sou'rce of .information 
B direct reporting by foundations on forms provided by the center. The center is cur- 
rently -tompiling a comprehensive listing of granfs'available from new IRS reporting 
forms. The present table probably somewhat overstates the upward trend Tn grants 
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Formulating 'satisfactory categories for major fields also presents problems. The 
center notes that 

* no satisfactory system of dividing all human interests and activitiesAmto 
iogrcal. nonoverlapping categories has been invented; and if it did exist, i 
would be ill-suited to foundation grants which are often interdisciplinary or 
oriented to agencies rather than fields. Decisions must often be ^subjective, 
following the intent of the donor of the judgment ot the cataloguer. 

The percentage distribution among the fields is heavily influenced by large gran" 
that are not likely to be repeated. Grants to the humanities, for examp e, were dispr^- 
Dortionately high in 1963 Because of a large gift to the Lincoln Center for the Per- 
forrng aXs m New ^^erk, and in 1966 because of the Ford Foundation's gift-of $85 
million for symphony orchestras, • . . . r- ( u 

Though fhe Foundation Center does not provide a formal definition of each 
field It has created subcategories which indicate the type of activities or functions 
carried on within each field' These are particularly helpful in f "tifying the grarjt- 
giving trends Included in data on grants m 1971 appearing m the January/February 
igj" issue of Foundavon News'' are eight tables showing the dolla. amounts and 
percentages allocated to these subcategories.. 

Education, which accounted for almost one third b^grant monies in 1971 reflects 
•fouadation interest m higher education (47 percent of educationa funds) buildings 
and equipment (13 percent)', and elementary and secondary education (12 percent) 
StuX rf 'medical education" in the health field, "education" and "mternational 
Vtudies" in -the international activities fields and some of the subca|^ries in the 
' fleldrof 5C/e!ice5. humani(iesM religion 'v^^^c included here, ^tidSSTonal grants 
would represent more than Halfof all grants made. 

'welfare repnesente'd 16 perceht of grants distributed in 1971. Welfare tends to be a 
catch-all category. One source uf ambiguity is that one third of the- distributions m 
; ^571 vvenfj^-community funds" (local "United Ways") and these in turn were, 
allocated to iStal agencies operating in a variety of Service areas The next largest 
portion of the welfare "pio" was disbursed to "youth agencies (14 percent), tol- , 
lowed by •Vecri^a\ion and conservation" (13 percent), then by "community develop- 
ment" (11 pWcent). Smaller proportions were disbursed, to race relations (5 per- 
3 "housSg and transportation" (3 percent), and "delinquency and crime (2 
nZccnt) Th?Foundation Directory statds that "this field is unddrreported due o 
frequeSt contributions made by family and company-sponsored o^-^dauons oo sm^^^^^^^ 
to be included. Andrews observes that in additioryto grants to "traditional agencies- 
a?e those being made to "minority groups," and I organizations working wi h.inner- - 
city problems, serving consumer interests, and working on "control of pollution. 

Grant distributions to Health accounted for 1« percent of all grants made in 1971 . 
• Sixty-one percent went to "hospitals"; 22 percent to "medical education Remainin| 
. subcategories were "mental health" (4 percent),; "medical care and rehab.hta tion (4 
percent); "public health" (3 percent); "health agencies" (3 percent); "nursing" (2 per- 
cent); and "dentistry" (1 percent).' 

'sciences. International Activities, and Humanities each accounted for 10 percent 
of 1971 distributions. " ^ ■' 

Scfences divide into "physical sciences," "life sciences," and "social sciences." The 
latter received 36 percent of the sciences dollar, the bulk of which was used for re- 
search. • 
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' InternatioM Activities embraces "education" and "international studies " together 
accountmg for 43 percent of 1971 international grants. "Tethnical assistance" re- 
ceived 21 percent, and "health and welfare',' 17 percent. 

The largest Portion of the /yw/77o/7/r/e5. dollar went to "museums" (27 percent);''' art 
and architecture," 21 percent, "music" and "performing arts, "'l 7 percent each. 

^^^^fS'on- accounted for 6 percent of 1971 grants, 60 percent went to "|eligious wel- 

Prior . to 1969,- when the-Tax Reform Act placed more stringent limitations on 
foundation grant.giv,ng the trends included grants to so-called controversial activities 
In fact, allegations made during the congressional hearings on the TRA claimed that 
oundations were using their tax-exempt status to undermine governmenul and other 
institutions, through syb^ntial grants of a controversial nature. This claim, however 
IS totally unsubstantiated. Indeafl, an examination of the foundation trend lo become 
involved with controvQrsial issues begs the question: why did not foundations become 
more involved in activities which may include some risks,-but which aljo ma^ make 
^needed contributions to chang?? > • i i y Hl<l^^. 

The Peterson Cornmission Report otJ970 presented the following data on the 
troverSy Some"'" ^"'-^"'^ Considered Con- 

^ _ ^ Percent of Total 

Specified Purpose Inundation Grants . 

Voter registration and voter education ' ^01 

Studies of subjects directly related to public 0 3 ^. 

policy issues and for dissemination of lutli 

studies to the general public by ^publication 
or discussion ' ' 



Community or neighborhood organizing of ^ 15 v " 

an ethnic, ghetto, or impoverished group r 

Grants to individuals employed by government . * * , 
or persons acting as assistants to government 
employees or related persons 

Birth control ' ^ ,^ "09 

Sex educaUon , 1 * ' * 

' Urban youth groups (including gangs) ^ j 3 

Student organizations 0 8 

* Less than 0 05 percent. 

nf I!"" ^'".P''^' design procedure for tbese daU consisted of drawing a random sample 
of foundations from each of seven strata, one stratum for each size group based on 
assets, under $200,000; $200,000- $1 million, $1-10 million; $10 $100 million 
over $100 million), one for company foundations, and one for community founda-. 
tions. The smal est stratunh sample was 23, the largest, 251; data were weighted in 
order to correlate with the size of the sample population. Data from the smaller foun- 
dations (assets under $10 million) were collected through face-to-face interviews while- 
data from the large foundations were obtained by questionnaire following telephoneg, 
confact. The proportion of returns on each stratum^ample varied from 1 7 pefltent f/^ 
foundations, with assets under '$200,000 to 74 percent for those of over $100 million 
, so the direction of the bias is undeterp^inabte. 
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Foundation Grants Compared With Federal Expenditures ^ . 

No organized data exist specifically comparing the magnitude of foundation giving 
to specific fields or activities with public expenditures (federal, sute, local). The only 
study identif4ed m the literature search^\vith any /elevance was an analysis prepared by 
the National Planning Association for the Filer C^mrR^siort^which aimed at reflecting 
diffCTences between the priorities of tax-exempt foundations and those of the federal 
government.^* This report compared foundation, and federal government outlayi in 
five broad areas, arts and humanities, education, health, science, and sociaL^elfare. ^ 

Jhe data for foundations wece derived from i sample of foundations recorded in 
the Foundation Center's Grants Index for fiscal year 1973 as having given grants. 
It IS suted that the sample "totaled $463 million or 65 percent of all grants reported 
. . . , and approximately 2€ percent of the Giving, USA estimate for all foundation 
givmg."^^ Federal daU were obtained from the Office of Management ahd Budget's 
Special Analyses, Budget of the US. Government, FY 1975, The National Science 
Foundation, the Social Security Administration, and the National Endowments for 
the Arts and Humanities, ^ * • 

The data presented in this National Planning Association include overlapping data, 
since service areas ^re npt mutually exclusive.^ ^ 



Estimated y^mq of 
foundation grants 



Foundation spending 
as percent of federal 



/ 


(in millions) 


spending 


Education 


Sl,200 


9% 


Health 


• 732 


3 


Science 


. . 387 


2 


Civic and Public Affair^ ~^ 


, 295 


. N/A , 


Arts and Humanities 


229 


212 


Social Welfare 


159 


2 7 



According to this yardstick, foundations are giving a disproportionately large ^art 
of their resources to the fields of "edu(;4tion" and *'arts and humanities." Conversely, 
of course, it may be that that the federal government i^ spending too little, and that 
foundations are partially compensating for federal neglect. 

.Philanthropic contributions are another source of social improvement finding. 

The American Association of Fund-Raising Counsel, Inc., prepares annual estim^es 
o( contributions for philanthropic purposes in the linked States. Those for 1973 were 
included in the Counsel's publicat^ion. Giving USA-1 974 Annual Report}^ 




JLiving individuals 
Bequests 
Foundation^ 
Corporations 



Total 



Contributions 
Dollars (bilHons) ^ 

S18.16 
3.06 * 
•2.36 

. 95 ' 
$24.53 ' 



Percent 

74.0% 
12.5 
9.6 
* 3.9 

100.0 



The total of $24.5 billion represents only 1 .9 percent of that year's Gross National 
Product of $1,289.1 billion. During the preceding 10 years philanthropic giving has 
O er accounted for more than 2.0 percent of the GNP,. nof less than 1.8 percent. 
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Since foundation grants account for just under 10 percent of aJI contributions 
-their impact is related to tiie nature and qUalitf oTfhfe projecfc-th^ support ratiie^ 
than to the magnitude of their dollar contributions 



II 

GRANTS DATA... . 
Methodological Note 

Empirical data detailing grants concerning selected ethnic minorities were-obtained 
from the Foundation Center's Computerized Foundation Grants Index Data Bank 
The da^ bank contains mfpfmation as it was compiled for the 1972 and 1973 editions 
1„ LuTxf °r. '"'1^'' ^"'^ bi-monthly 1974 editions of the journal Founda- 

tion /Vewj The file fs-^elective, containing grant information received by the' center 
prirnarily from the donating foundation. Particip'ating founaVtioos-feport directly 
to the center and use the "center's "New Grant Authorized Forjn" (Fei02) for a de- 
tailed profile of the grant awarded. Occasional sources of infoftnation for the file other 
than foundation reporting include recipient reporting, news rJases, press coverage 
/k r^r.T/'r'"- 8^2"^.are recorded in the data baTk as the information 

1^-70 'tu'"'^' ^'^^''^''^ °' P^''^ out in 1971 are reflected in the data 

ror ly/z ihe data on individual grants include nearly 9,000 grants of $l(kieO or 
more totaMing $737,868,363 awarded by 781 foundation as reported n Wand 
over 8,000 grants of $5,000 or morela-chSrifr in policy for mori^omprehensive- 
coverage) totalling $715,258,255 awarde^y 236 foundations as rfeportTdTor ^973 " 
Grants for 1974 \«fere entered on aj:egular (bi-monthly) basis as reported 

There are certaih limitetions inherent4itthe,data. The. information in the data bank, 
covers only a fractiori of"all grants made in Tgiven year. While it represents a 
cross section of foundation giving," it is not a random sample.^" >Vell-^taffed, larger 
founda ions with a proclivity to disclosure are overrepresented in relation to those 
Without staff which are far less likely to provide the foundation Center with the i^- 

S'Tii"',".'''^"'"''^ °" ^'i""'- S'"^!' are not included in the data bank - in 
the 1972 dau grants under $10,000 are not represented and in 1973 a change in.po" 
icy set cut-off criteria at $5,000 (a slight inconsistency in the data). Hence, a detailed 
or conclusive picture of foundation giving in particular areaTTnot possible. O^y a 
partial outline of grants to rural minorities in the San Francisco Bay Acea would be' 
indicated, for^xample. • "<ju_iu uc 

n!ni?nf f '^ata are applicable only in eliciting-generaf, not defini- ^ 

tive patterns of giving with regard to selected minorities. The short time span cur- 
rently in the computerized files prohibits the possibility of trend analysis. The most 

T^Ti^lfVul P"?.°^^a^^ |t]05.^ I'^fore as well 'as after .the Tax Reform 
Act of re69. That information is unlikely to become available in the foreseeable 
■ mformation in the data bank provides the best available 

source 5f data in existence durmg the course of this study. It is reliable and generally 
comprehensive in detail, if not complete in the aggregate. ' - s«=ncrdiiy 
The information herein will be rivaled m accuracy^nly by the compilation on In- 
ternal -Revenue Service 990 records currently being undertaken by the Foundation 
center, [n that compilation for The Foundation Directory, Edition 5 Grants File, the 
center begins with 1971 private foundation information returns and updates as in- 
formation IS available from the IRS. The grants portion of (he file covers 150,000 
^'nllon^Jii'^''^'''' '"'^^ ^^^2.) awarded by foundations with assets of one 
million dollars or more (approximately 25,000 foundationsj^^e center notes Siat 
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searches of this file for statistical purposes are superior (to the Foundation 
Grants Index file] since it is believed that the grants recorded in the Foundation 
'Directory, Edition 5 Grants Fife account for. approximately 90% of the total 
dollar value of foundation contribution|,within a given year.^ s 

The computerised data'bank information obtained for this analysis represents 
grants received by or ^w^lr^ed for the benefit of two categories of ethnic minorities - 
those^f Spanish heritage a^d Asian Americans. The data elements possible for grams 
include the following: - * - 

* 1. Foundation Name ^ 

2. Foundation State- 

3. Recipient Organization . ' . . 

4. Unft of Recipient Organization ' " 

5. Type of Organization 

6. Recipient City . ^ ^ ♦ 

7. • Recipient,State/Country * 
8^ Full Amount Authorized 

9. Date of Authorization 

10. Duration of Funding ' , 

11. Description of Grant . 

12. Population Group to Receive Benefit, 

1 3. Phase of Activity 

14. Site(s) of Activity Other Than Recipient Location 

1 5. Program, Geographic, or Other Limitations 
1-6. Sources of Further Information^* - 

However, the only data listed for each grant are foundation name and state location, 
the amount authorized, and recipiofit name and location. Therefore, certain. desirable 
information, such as program purpose, geographical region served by grant, and popu- 
lation group,to,re;ceive benefit may be unavailable. Such gaps ci-eate some vagueness' 
and ambiguity in the data. 

Many foundatibn grants that do not appear in our data ace awarded to groups foe 
purposes which have beneficial impact upon ethnic minority populations. Our ap- 
proatn of focusing on grants specifically benefiting minorities is. justified as a strong 
indication or measure of the amount of recognition and concern for unique minority 
needs exhibited by foundations. ^ . * 

An important variable used in our tabulation is that of ethnicity or non-ethnicity 
of recipient groups in order to discover what proportion of the funds which are given 
specifically to impact upon ethnic mi/forlties is controlled by minorities. Our intention 
in part is to rrieasure the sensitivity wrtth which funds are distributed. The measure- 
ment's necessarily rough. On a micr<r4Qvel it says little about the intentions or respon- 
siveness of individual foundations>^pssible alternative minority recipient groups in a 
given geographical area or topicar^ciaJty may not exist or may not'have obtained 
nonprofit or public charity legal statik On an aggregate level, however, certain*broad 
patterns of foundation giving to non-ethnic recipient groups for minoVity programs 
emerge. ^ • ' 

Variables other th^n the ethnicity and non-ethnicity of recipient groups which are 
analyzed include geq|feraphic coverage of grants, the field of service grants, specified 
minority groups designated as recipients and specified foundations acting as donors.^ 
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Grant-Giving Patterns to Programs Benefiting Domestic 
Spanish Heritage Populations 

heritage" in our stqdy is an 'umbrella phrase used to cover a 
variety of domestic ethnic groups including Chicam or Mexican American, Cuban, 
^"^""^ tabulated include only those to Puerto Rican bene^iciarie^ 

li, ^ ? u"' flowing' djrectly to Puerto Rico.) Spanish Speaking Is a 

term used with no great exactitude by yaripus foundations to meaa anyone or sevecal 
ot the preceding or other Hispanic groups. In addition we have»categorized as Mixed 
recipient and beneficiary groups which include one (or more) Spanish heritage group 
and/or other groups such as Indian, Black, Chinese, Italian, White and "other" un- 
liSOPCitiedminQrity groups. . 

The total number of grapts reported for the benefit of Spanish heritage erouDs \rv 
the years 1972 through Marctvl974, was 217 from 73 foundations, with a total dolll? 
value of $ 1,557,490. This figure represents 0.8 percent of the total value of grants 
given 0 all recipient agencies in the years 1972 and 1973. (All figures refer to data 
bank tabulations from the Foundation Grants Index unless othervwse specified ) Ac- 
cording- to the U S. Census, the Spanish heritage population is 5 percent of the total 
population of the U.S. As a basis of comparison, granU relating to international 
Spanish Speaking populations and area studies of the same non-domestic populations 
«?^'i7dlo °^ ^o""'^2tion grahts (^59,952,407) fthis figure includes 

»1,347 982 awarded to various agencies in Puerto Rico] or five times the amount 
awarded to domestic Spanish heritage populations. 

The average grant received to benefit Spanish heritage minorities was $53,260 as 
compared with an overall two-year average for all groups combined of $85 588 - 
equivalent to a ratio of three to five. 

Eighty-five grants or 39 percent^the total number were, allocated to minority 
recipient agencies - those.^organizations actually controlled by minorities Fifty-five 
pefcent of (he total number, 119 grants, was allocated to various types of broker agen- 
cies not controlled by minorities. (The total percent is less than one hundred-here and 

V^^^Z t . « ^'^^ '"'^'P'""' which the ethnicity 

could no be determined.) Minority recipient agencies received 44 percent of the total 
dollar value awarded to Spanish heritage. beneficianies while non-minority agencies 
n'fnnn " P^^""' the total. The median grant received by minority agencies was 
$15 000 and by non-minority agencies was $15,200. (Data in this discussion are de- 
rived from Tables A-I through A-5 in the Appendix with the exception of certain 
deuils evidenced in the daU but not shown, such as median granU.) j 

The largest portion'of grant monies went to Chkano beneficiaries, at 40 percent 
Puexto Rican beneficiaries received 19 percent. Mixed 20 percent, and Spanish Speak- 
ing 13 percent. The funds which flowed specifically to Cuban beneficiaries were 
negligible. 

Of the toul funds that went to minority recipient agencies, Chicano groups re- 
ceived the hon s share of 62 percent. Puerto Rican groups received 24 percent of the 
minority agency funds. Together the Chicanp and Puerto Rican groups accounted for 
more than four fifths of the foundation grant money controlled by Spanish heritage 
ethnics. Non-minority grantees predominated in the "Mixed" and "Spanish SpeakinI" 
categories. Sixty-nine percent of the funds fbr a mixed clientele was received by non- 
minority agencies as was 75 percent of funds earmarked for groups labeled as "Span- 
ish Speaking. The small amount ($50,000) directed toward Cuban beneficiaries was 
received by a non-minorUy organization. Figure 1 depicts the proportion of total 
funds geared to Spanish heritage minorities as they are controlled either by non- 
mmortty interests or by Chicano, Puerto Rican, Spanish Speaking or Mixed organiza- 

As evidenced in Table A-2, only 73 foundations contributed to the total Spanish 
heritage figure. The number of grants which individual foundations gave to Spanish 
herit^e beneficiaries Is sharply weighted on the low end of the frequency <Cale 
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Frequency of Individual Foundations Contributing to Spanish 
Heritage Bcneficiaiy Programs According to Number of Grants 
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Fifty-four foundations awarded grants to non-minority groups and 37 to minority ^ 
groups. Chicano minority recipient agencies received funds from 15 foundations.-- 
Puerto Rican recipient groups from 25, Spanish Speaking groups from 4. and Mixecl 
-groups fcom 3. - > ^ 

Jhirty^one contributing foundations, or 42 percent of the total, award ed^irimfs " 
solely to non-minority agencies and 13, or 18 percent of the total, solel/to minority 
grantees. Figure 3 details the frequency of gratfg awarded by foundations contributing 
solely to one group or th^ other. 

- ^ Figure 3 

Frequency of Individual Foundations Contributing Solely to Non-Minority 
^ recipient -Agencies and Solely to Flfinority Recipient Agencies According 

to' Number of Grants for Spanish Heritage Beneficiary Programs 
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The data are of interest because three fifths of the foundations awarding grants to 
aid Spanish heritage populations were totally supportive of one type of recipient as 
opposed to the other. In essence, the^ small percentage of foundations giving only to 
minority agencies gave but one grant. Of the much larger percentage of foundations 
supporting only broker groups nearly one'half g^'e more than one grant: 

The i^ord Foundation exerts an inordinate amount of Influence on the overall dol- 
lar value analy^s. Of the tofal amount of monies given to benefit Spanish heritage 
populations, Ford gave $5,58.6,844 or 48 percent; it gave $3,045,000 or 60 percent of 
all funds to minority organizations; and $2,541, 844^r 42 percent of all funds to non- 
mir«)rity agencie*;. In addition it was the largest contributor to Puerto Rican recipient 
agencies an(f to Chlpano recipient agencies, accounting for 77 percent of funds to the 
latter Since Chicano group grantees represented 62 percent of all monies obtained by 
ethnic recipients. Ford giving will represent a bias as we discuss general foundation 
effort on behalf of minoi^ity groups and the overall concern of foundations for cultural 
hospitality and^nonpaternallstic standards of giving. Ford is unique. not only as the 
largest foundation (whether measured by the size of its assets or the value of grant dis- 
tribution), but also in;the amount of grants made to ethnic minorities, and particularly 
toChican^beneficiaries. Ford.pollcies^and programs relating 'to ethnic minorities are 
described in this reporpn the sections which follow. 

The second largest contributor to Spanish heritage minority beneficiaries, the 
Carrfegle Corporation of New York, a\yarded 1 1 percent of the total grant monies - 
16 percent of the total given to minority groups and 8 percent of the total to non- 
minority groups. It was also the second largest grantor to Chicano and Puerto Rican 
g O ' ^ -A _ . ' . 
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A glance at the rankings given to the foundations (Table A-2) on the basis of 
amount of money awarded to the three categories (Total, Total Minority, Total Non- 
Minority) shows some dramatic contrasts indicating interest or non-interest in ethnic 
recipient groups. (Foundations were ranked in descending order accordir^g to size of 
grant awards. Ranking in "total" column applies to the 20 foundation^ making the 
largest awards, and in the other column to the 10 foundations making the largest 
^^^rds.) The San Francisco Foundation, for example, moved from ayfanking 20 in 
overall funding level, up to 7 in sponsorship of minorities. The Luce (l/.) Foundation 
likewise moved from 17 to 8. The Commonwealth Fund, on the othej? hand, changed 
from a ranking of three to unregistered in the minority category, arid Lilly Endow- 
ment similarly changed trom eight to unregistered. / 

Table A-3 distinguishes among the Spanish heritage minority §foups which were 
awarded foundation funds. In terms of grant numbers Aspira apd Aspira affiliates 
garnered 27, or 32 percent of all grants given, to Spanish"" heritage minority organiza- 
tions. The average grant awarded to Aspira was $3l,0?3, well^above the median of 
$15,000 though below the average grant to minority recipients of $59,826. The Aspira 
grants represented only 17 percent of the dollar value of t^ial monies to minority 
^ag^cies, however. The National Council of La Raza (forme^y the Southwest Council 
of La Raza) and its affiliates (including the Southwest Couticil of La Raza, the Span- 
ish Speaking Unity Council ind Chicanos por la Causa) with 9 grants acquired 49 per- 
cent of minority monies - the largest percentage, representing an average grant of 
$274,587 - far above both the average and the median. T^e Mexican American Legal 
Defense Fund and the Mexican American Legal Defense |nd Educational Fund re- 
ceived 6 grants at an average of $75,150 per grant for 9 percent of total, minority 
funds. Together these three groups pf organizations represent nearly three fourths of 
all funds for Spanish heritage minority groups. Although tljere is a pronounced con- 
centration of monies among minority recipients, few organii^ations received more than 
one grant over the period studied. The frequency of agencies receiving more than one 
grant drops off sharply as illustrated in Figure 4. (Each. of [he affiliated agencies dis- 
cussed previously are treated as one agency in the figure.) 

Figure 4 

Frequency of Spanish Heritage Minority Recipient Agencies 
According to Number of Grants Received 
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Of the Category of organizations receiving more than Mir" grants, the three affili- 
ated groups discussed above accounted for 75 percent. The Aspira group has a diversi- 
fied funding base with 17 foundations represented amon^ iis contributors. Ford ac- 
counts for 31 percent of its funds. The National Councih&fira Raza and its affiliates 
on the other hand are almost toully supp^^ct^ by Ford(>ith o\;ly one other founda- 
tion (Rosenberg) giving a, relatively small grant. Ford repybents rWlH<)0 percent of 
the. Council of La Raza's funding sources. The ^exican American Legal Defense and 
Educational Fund received grants from four foundations.' ' 

Table A-4 indicates into which field of service funds for Spanish heritage groups 
were allocated. Forty-nine percent of the total grant moQies went to the field of edu- 
cation. Twelve percent of tota^grant monies went to "technical assistance and devel- 
'opment" - the next largest area (other than "two or more fields of service") - a field 
of crucial importance to minority groups attempting to increase their viability and 
^owth potential. Eighty percent of ^11 technical assistance and development furids 
awarded to minority recipient agencies. Welfare represents only 10 percent of thaiotal 
grants awarded, but 56 percent of those funds are administered by minoriuy^oups. 
Only 16 percent of funjJs given for educational purposes is controlled >fminority 
groups. While 85 percent of the funds awarded for "legal services" iyfiinority con- 
trolled, it represents only 3 percent of total funds. From a differenTperspective, of 
the funds contributed directly to minority groups, only 6 percent jit^nt to legal serv- 
ices, though 20 percent went to technical assistance and developji^nt and another 20 
percent to educational programs. Jr ^. 

Table A-5 categorizes the dollar value of grants by geogra^ical region of the U.§. 
(as defined by U>S. Census dau^'^) and ethnicity of bene#iary grVips. Part B also 
notes the aggregate funds going to urban and rural areas pnd state^egional, local, 
and national areas. The largest proportion of total grant val je, or 31 percent, went to 
national programs. (A grant was designated as "national" iffthe program- was specified 
as national in scope or the implication was clear due to wie nature of the recipient- 
agency or the grant description. In additipn scholarship fand other university pro- 
grams concerning minorities were designated as national urtless.a clearly local interest 
w^s Indicated.) • " 

According to the U.S. census 13 percent of the total Spanish heritage population 
in the U.S. is located in the Northeast. However, 27 percent of the funds allocated to 
Spanish heritage populations from foundations goes to the Northeast. Thirty-one 
percent of the total Spanish heritage population is located in\the South (which in- 
cludes Texas) but only 23 percent of foundation funds to the Spanish heritage popu- 
lation Is contributed to the South. We have already noted the sparseness of grants to 
Cuban groups and programs. WhlFe 47 percent of the Spanish heritage population, 
resides in the West onlyJ6 percent of total funds were allodat^d to the West.^® \J 
the national funds are excluded in calculating the ratios between regions, of the xl- 
gional total of $7,953,290, the West receives 24 percent of the funds, the South 34 
percent, the Northeast 39 percent and No/th Central region 4 percent. (See Figure 5.) 

It is obvious tjiat a disproportionate share of foundation funds are spent in.the 
Northeast wh*e a large number of foundations are located. However, while the dis- 
parity remain? between the Northeast and Southwest, a calculation based on the 
Southwestern states diminishes the discrepancy between the population of that area 
and allocation. The five Southwestern states of Arizona, Qilifornia, Colorado, New 
Mexico, and Texas, which are frequently cited as a geographical unit of analysis for 
studying Spanish ^Speaking minorities, account for approximately 50 percent of the 
U.S. Spanish-heritage population.^^ (The Census Bureau used a measure of "Spanish- 
surname" persons to identify the group in the five Southwestern states. Jhe Spanish- 
heritage figure for the total population is derived from a/Variety of measures including 
Spanish surname. These figures have been chafferiged on the basis on underenumera- 
tion of the, Spanish heritage minority group.) The irants awarded to those states 
amounted to $3,772,243 and represented approximately 33 percent of total funds and 
47 percent of all non-national funds to Spanish heritage beneficiaries. However, there 
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rFigure 5 <^ - 
Distribution of Grant Funds to Spanish Heritage Population By 
. Regional and National Programs Compared with Distribution of 
Spanish Heritage Population by Region 
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is an inordinately he^vy reliance on The Ford Foundation. It accounted for 100 per- 
cent of all nori-hfitional grants to^rizona, 80 percent to Cajifornia, 45 percent to New 
Me?cico, and 34 percent to Texas for an overall rate of 56*percent. This reflects agairv 
th^ low level of access and visibility of minorities outside of the Northeast to the vajt 
majority of foundations. 



Grant-Giying Patterns to Programs Benefiting Domestic 

Asian American Populations | ' 

Asian American beneficiary populations are subcategorsed as Chinese American, 
^Japanese American; Korean American, Fiilpino, Asian American' (a non-specific or 
general category used by some foundations in awarding certain grants), and MixecT 
representing one or more Asian groups an^/or other ethnic, minority cfr white groups. 
The total amount of grants reported from 1972 through August 1974 as .benefiting 
Asian groups is so small - $1,243,940 or 0.1 percent (as opposed to 0.6 percent of the 
.population)^ of the total reported in the Foundation Grant Index for 1972 and 1973 - 
i that the analysis can easily become biased. (A grant to Harvard University from the 
' Ford Foundation of $43,600 was awarded to Japanese American professors at Har- 
/ vard for a study of future needs of management education in Japan, the grant was 
1 categorized* as benefiting Asian Americans ih the "other** Massachusetts locality, 
I through a non-minority recipient agency. In the field of technical assistance, develop- 
^ ment. Because Ford made an unusual effort tp involve ethnics in such an arda study 
^♦^^e award was categoriz^^d as benefiting Japanese Americans. However, the grant Is 
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unique in that it represents the total amount of funding to any Japanese American 
program reported, and it must be considered in that light. * 

urants to the Chinatown/North Beach District Council, S.F., benefiting Chinese 
Americans were categorized^ as awarded to a Chinese American recipient agency 

, though the' Council Is actually mixed. 

A grantHo Break Free, Inc., N.Y.C, of $^0,000 benefiting mainly Chinese Ameri- 
cans was categorized as awarded to a Chinese American recipient agency for the bene- 
fit of Chinese Americans. Break Free, Inc., is an ethnically mixed organization with a 
mixed clientele; the largest percentage of the clientele and organization composition, 
however (35 percent). Is Chinese American. 

A grant to t([ie University of Massachusetts, Boston, from the Ford Foundation for 

' a "program which trains experienced teachers and administrators to implement bi- 
lingual public education for children from Spanish-, Italian-, and Chinese-speaking 
homes, to develop new^ forms of instruction for parochial schools^nd to design in- 
structionaJ programs for a new open space elementary school '>^as categorized as 
benefiting a mixed population through a non-minority recipient agency.) 
^ TheNiotal grants ^reported for Asian programs was 42 with 15 grants awarded to, >^ 

- ethnic beneficiaries and 27 to non-minority agencies. (Data in this discussion are de- 

* rived from Tables A-^ through A-11 in the Appendix with the exception of certain 
details evidenced in the data but not shown, such as median grants.) The average grant 

» to all Asian beneficiaries was $29,618 and to Asian minority recipients was* $17,953. 
Both figures are far below the average of the total of all grants in 1972 and 1973! The ^ 
median grant for Asian minority recipient agencies Is $15,000 and for non-minority 

^ agencies is $20,000.' 

The funds benefiting Asian groups (see Table A-6) flow overwhelmingly to Chinese f 
beneficiaries. Figure 6 depicts the Rropogtion bilall funds allocated to each group, as 
wen as a rough adjusted calculation which subtracts two thilbs of the University of ) 
Massachusetts grant and one half of the other four "mixed" grants fPom appropriate ' 
totals. (Because the University of Massachusetts grant is so large in relation to total 
giving, and because the entire grant Is not awarded for bilingual programs, occasional 
adjustments - the grant Is decreased by two thirds - are n^de in the analysis where 
it seemed necessary or desirable. The other four grants in the '"mixed" beneficiary 
group, though not as extreme, will also4)e adjusted by half inc^rtain Instances.) . 

The adjusted gross depicts dramatically the fact that fhen we speak of Asian 
/Americans in relation to grantsmanship, groups other than Chinese American are 
fStatlstically almost negligible. 

Only 22 percent of the funds f(>r Asian minority gcou^are controlled by ethnic . 
agencies. Se.venty-elght percent flows'to broker groups. a|lnese American groups 
receive only^Jj^S percent of total A^ian funds (24 percent ofr'adjusted" totals - see 
Figure 7) though 85 percent of mmority-controlled fands are-^awsr^ to' Chinese 
American groups. Figure 7 illustrates the flow of grant monies to Asian beneficiaries 
, by type of recipient group. 

Table A-7 depicts the relationship of individual foundations to Asian groups. Seven- 
teen foundations were represented as Vesponiive to Asian needs. Nine contributed 
to minority recipient agencies and 14 to non-minority organizations. Of the 9 founda- 
tions awarding funds to minority controlled groups, 77 percent gave only one grant; 
and of the 14 giving to non-minorities, 50 percent allocated only one grant. Of the 
total 17 foundations which gave to^ Asian beneficiaries, 65 percent awarded only one 
or two grants in the two and one-half year period. Nine fdUndations or 21 percent of 
the total awarded funds solely to Vion-minority agencies, and t4iree or 7 percent of the 
total, solely to minority grantees. 

The Ford Foundation was once ag^ln in^the forefront of those giving to ethnic 
concerns. When an adjustment is made for the University of.Massach.usetts grant. 
Ford drops only to secorfd place, behind the San Francisco Foundation. However, 
Ford gave no Asian grants to Asian membership groups. The San Francisco Founda- 
tion ^ontrlbu ted six such grants and ranks first in that category. Other notable rank 
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changes include the Luce (H.) Foundation which moved from seventh place in the 
total category to second in the ranks of foundations contributing most heavily^ to 
minority groups. The Akbar F^ind also moved upward from tenth ta third place. 

Table A-8 describes the mmor'ity recipient organizations which were able to obtain 
grants from foundations. Only two agencies were able to solicit more than one grant - 
the Asian Law Caucus, San Francisco, and the Chinatown/North Beach District Coun- 
cil, San Francisco - both received two awards. The largest single grant, to Break Free, 
Inc., represented only $50,000. 

Table A-9 cattigorizes grants made according to field of service atnd ethnicity or 
non-ethnicity orlrecipient agencies. Fifty-five percent of the^total finding level was 
allocated to education and research programs including 30 percent to community pro- 
grams such as language arrd family planning education and 12 percent to Asian Ameri- 
can studies programs. Twenty-one percent of the total was given to welfare projects. 

Fifty-two percent of the minority agency dollar was used for educational programs 
including 18 percent to Asian American Studies. All of the funds for 'Tegal Services" 
were obtained by minority agencies, but none of the funds for technical assistance 
and development. Thirty-four percent of the* Asian American Studies dollar was 
obtained by minority groups, but only 8 percent of the educational, community pro- 
gratT)s portion went to such groups. 

Table A-10 illustrates the geographic distribution of foundation dollars for Asian 
.beneficiaries and once again the proportions are heavily skewed in^favor of the North- 
east. Figure 8 superimposes U.S. Census data concerning the percent of total Chinese 
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Figure? 

Percent of Total Grant Monies tq Asian B j^tfSari es as^ 
ControUed by Types of Recipient Ageffi' 
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funds benefiting Chmese Americans in the same selected areas " • • 

trai^d ^^tJp F*!ct 'r.* ^0""'^'*'°" ^""''^ Chinese beneficiaries concen- 

i??hinp J A • ' '"-^tr ^"J*^ C'^y- W'^"'^ o"'y 1 8 Per«"t of the populatiou.. 

of Chmese Americans resides in New York City 66 percent or two thir^ of foundation 
funds for Chinese^^mericans is distributed there."" ^ • '""^ °' ^•'"^'^at'on 

It 15 interesting to note that while domestic Asian groups received such a small lO 1 ) 
percent of foundation grants, international Asian programs (including inter^Snal o 
area (Eastern) studies in American Universities aii^ell as various programs aimed a 

irr^; t,'i A"^^''"^' Pakistan) receiveT3 per- 
cent <total funds ($44,624,113). In other words, international and international 

S,n^^ '""f"' A^'?'"' ''""''^ ?^ -^0^^ fro-^ American founda S 

thari domestic Asian programs. Table A-11 gives a detailed breakdown of the fie d S 
service for which international Asian grants are allocated. Thirty-four percent o the 
£.?ll'Vnr f " «"dies: Fifty-two percent of the funds is spent on other educa- 
tional and research programs m Asian countries. In total, the broad educational cate- 
O Junts for Sfrpercent of international Asian funds • "^"^^ 
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* Figures 

Distribution of Grant Funds to Chinese|American Beneficiaries by 
Two Regions and Two Metropolitan Statistical Areas Compared with 
Distribution of Chinese American Population by the Same Areas 



Percent 
70 6« 




5 f -OiklJnd^ 



Percent of Chinese Anerlctn PopuUtlon In Two MJjor Rejlonl ind Two Mijor 
M«tropollt*n Stitlstlctl Areas is Derived fro" u S Census 0«t« 
Percent of Totil 4r*nt Funds to Chinese Ar^erlCin Ben«f I c Iir I eS In the 
Sine /ireas 



Summary - ! ^ 

Although the data base is imperfect, certain Pfitterns are manifested so strongly as 
' Uo suggest biases and disparities in grant distribution. 

Total grants directed in all program areas to the benefit of specified minorities rep- 
resented less than 1 percent of all grant monies innhe data base - though the same 
groups account for nearly 6 percent of the population. On the other hand, foundations 
supported programs related to Asian and Latin populations outside the United Stites 
at a much higher rate. Given the well-documented needs and discriminatory problems 
faced by minorities, their share of foundation funds seems woefully inadequate. 

Similarly, the number of foundations which have expressed interest In the conperns 
of ethnic minorities by contributing tangible aid is, relatively speaking, very ^mall. 
Only 75 foundations were represented m the combined analysis. (AILbuttwo founda- 
tions which allocated funds to Asian beneficiaries also allocated fun^s to Spanish 
heritage beneficiaries.) Of those foundations which did contribute to minority bene- 
.ficiaries the great majority gave only one or two grants over a two-year^period. The 
implication is that there is a disproportionate number of scattered grants and little 
consistent commitment on the part of foundations. On the other hand, one founda- 
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^*5on, Ford, contributed so heavily relative to other foundations that a general picture 
, minority-related grant-making patterns is Inordinately Influenced by its decisions. 
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jiosIitllSt'f.r^nm-n-^t-?'^'"'' t^at paternalistic grant-making rather than cultural 
' StJd V Rfr^ h^^^^^ foundations interested- in the concerns of the minori- 

tjer studied. Fifty-three percent of Spanish heritage funds ind 78 percent of Asian 
funds were administered by white o. non-ethnic/racial minority ''broker'' agencies 
acting-as middlemen for minority beneficiaries. Many foundations contributed solely 
o to non-minority recipient agencies. ; ^ 

• ^ Our analysis also revealed a need for foundations t6 offer greater access and tech- 
nical assistance to groups and agencies remove^from the locus of greatest foundS 
concentration ,n the Northeast. While only 1 3 percent of the total Spanish herS 
population resides m the Northeast, 27 percent of total funds and 39 percent of non- 
national funds were allocated to that region. Forty-seven percent of the Spanish 
heritage population is located In the West, though only 24 percent of nonlnational 
tin"n h t Southwest achieved near parity with jts population prdpor' 
^^no H-fr °"J^' ^"''^ Foundation is inordinately heavy - a factor Indi- 
cating difficulty in attairting access to other foundations. Aspira and its affiliates in 
the Northeast received funds from 17 foundations and relied on Ford for les than'a 

t'^ n IvST"''h J'^ "'^'r^' ^r'^" °' La Raza and its affiliates received und 
from only 2 foundations, with over 99 percent coming from Ford Asian erant-makinp 
patterns show a startling bias in favor of the Northeast, irxty six percen o! aN g n 
funds flowed to New York City which hasj 8 percent of the total Asian population 

The most heavily favored field of service for the distribution ofiunds to the minor- 
ity interests was education - accounting Tor approximately half 'of to°a l uSg , 
riinntv ^f*3"y '-"Portant, they are not generally conlro led 

by minority groups nor are they oriented to system-changing efforts 

• • Las^'V' certain groups of ethnic minorities in our study remain virtually unrecoe- 
nized by foundations. In particular, Japanese, Korean, and Filipino popuSions have 
statu neither as recipients nor as beneficiaries if measured by the paucity of grants 
directed to those groups as shown in the data. c pduuiy or grams 
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AMERICAN PHILANTHROPY AND T«E PUBLIC INTEREST 

Rationale For Private Foundations - General Policy Issues 

As the preceding discussion showed, governmental institutions, particularly on the 
federal level, dominate njost program areas once ministered solely by private philan- 
thropy. The massive presence of the federal government in social policy areas has 
caused a fundamental shift in the role arid I'ationalfe of. private philanthropic organi- 
za ions including foundations, in contemporary society. Whereas the previous justifi- 
cation for private foundations rested comfortably on their seeming indispensabil ty 
commensurate with the importance of their social role, current rationalesVust reT; 
on more subtle supportive pillars. There is a more or Jess pervasive doubt tflt private 
foundations are now necessary. This is reflected' in the comment of one public o/ficial 
not be considered "essential" to American society, but rather "de- 
sirable. Recent entanglements with the public sector have underscored the dimen- 
sions of the issues raised - areas of foundation activity have been partially proscribed 
and claims have been made on mqnies formerly contrdled only by foundations 

The two broad philosophical questions which may be raised in this regard concern- 
Ih^c^"? / '"'^ ^^'"^ ^^^^ discussions may%e conducted, are 

thoie of re/euance and /eg,t,macy. In the face of pervasive governmental activity, what 
w£ £ifv"thPi^''°"! "^^^^""'^f io"^ .""iq^ely equipped tp offer American society 
which, justify their protected existence; i.e., how do^they relate to today's society' 
Given current democratic mechanisms to distribute funds in the "public interest," 
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how are foundations, which have an essentia!!y' elitist mechanism for accumulating 
and distributing tax-protected funds' for the ^'collective good," made legitimate? 

A measure of the seriousness of the issues facing foundations, today is precisely 
that the underlying justification for their existence has been attacked; it is no longer 
obvious that they fulfill unmet needs in a manner which is better or even markedly 
different from piiblic mechanisms, A frequent defense of foundation relevance is that 
they can uniquely act innovatively, 'flexibly, efficiently, and independently. The case 
for the legitimacy of foundations is based on the traditional intrinsic value placed 
on "pluralism, diversity, the concepts of volunUrism and private initiatives. A later 
section will analyze these issues as they bear upon minority interests.- 

The legal-conceptual base of foundations is often p/aised for the maximum freedom 
It allows for innovation. Given generally the restrictions of a donor's wishes (which 
mav be abrogated if outmoded), a foundation has great latitude to commit resources 
to untried areas without being bound by past constraints. It can act as the much men- 
tioned "cutting edgs^^^^f^oeial change. Conversely, in the opinion of certain observers 
of governmentaTproceSes, one of the most significant variables affecting the nature 
of budget decision making in the public sector is those commitments which have al- 
ready been made in the po5f, a process ^hkh has been aptly named **incrementalism.'* 
(Seejs.g., Aaron Wildavsky, Politics of the Budgetary Process, 2nd ed.. Little Brown, 
Boston, 1974.) - , 

Concomitantly, an advantage of foundations consistently applauded in the litera- 
ture is that of "flexibility,'' the ability to mobilize rapidly and to respond imaginative- 
ly to diverse or controversial conditions because of the lack of external constituencies 
and the freedom from internahpperating compulsions. 

Foundations do not lack structural restraints, but theyjire relatively and uniquely 
free from pressures facipjg^vernmerTl'and operating ag^/iciVs^A foundation need not 
raise money for internal si^p^rt, need not satisfy 'Voters, cuslqmers, or advertisers," 
need not fear failure or be obligated to duplicate success. It may t^ead in controversial 
areas without prior apl^roval and (within 'boundaries) without ad^s.e consequence. 
Fritz Heimann argues that the public criticism to which foundations are subjected 
represents a different order of constraint. He sees 

... a basic diffeijnce between having to earn the active and continuing support 
of outside constituencies to remain in existence, and having to avoid activities 
which could trigger widespread opposition. The latter is at most a negative dis- 
tcipline.*^ 

Whether the "negative discipline" is a major or minor factor in foundation activity 
will be discussed in a later section. Suffice it to say that foundations can exhibit the 
conservative and inflexible tendencies manifested by other institutions regardless of 
their special circumstances. * • 

Another issue area cites foundations' superior efficiency in programmatic activity 
as oDposed to the cost/benefit ratio of governmentai programs. The stereotypical new 
government program is often depicted as spawning insatiable bureaucracies t\tt easily 
managed. On the other hand, serious evaluations of foundation performance vis-a-vis 
governmental efforts are.dlfficult or impossible to undertake adequately. 

As one observer noted : 

. . - there is no Nvay of giving a.totally objective or definitive answer to the ques- 
tions of private philan^opy's oyeralj worth or efficiency, either when measured 
by its own aspirations*or when Compared with, government's present or future 
capacity to do the same things with the same money,** ^ . 

The capacity of foundations to act independently of government and, patentiaflly, 
^_ as critics of -government is a further justification of private philanthropic initiatives. 
O Xo the relative performance of government versus foundations, one critic says: 
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. . . the value of private philanthropy lies ... in the fact that'it exists and is avail- 
able to a public that chrpnically needs something more than government always 
and alone can provide. ' 

?h"J?? tI! °^ foundation role as public policy^tic will appear in a later 

'nnf-,rt?,J h'f """"u p^^ered as theoretical statements depicting possible - 

not actual - behavior by foundation^ as a class. ku"iuic 

More basic, normative concepts/are raised by the question of the legitimacy of 
private foundations within a democratic context. While the term "pluralism" (refer- 

liSa L''?hTit'hlc'''''^^''."'''^-^ frequently and mechanically in philanthropic 
iterature that it has reached the point of incantation, it still represents a vital strain of 
theory and action in American life. The converse of an acceptance (or encouragement) 
of private definitions and actions for.the community good is a premise that "elected 

, representatives of the people alone should decide what is for the benefit of the com 
munity. The appeal of such a proposition lies in its attack upon the aspects of 
elitism and paternalism which are intrinsic elements o.f private philanthropy The very 
nonaccountability which allows decision-making flexibility is the same property which 
brands all private decisions for the "public^ good suspect. Nevertheless, in spite of 

^trends against the tradition of philanthropic liberalism, the implied alternative, monop- . 
ohstic public control of all social welfare decisions, remains a dubious scenarid. . 

nhi'i^n^T""'°" "^''^ argument which recognizes pluralism in the form of private 
phi anthropy as an important , aspect of a collective and democratic society on a broad 
scale IS the assumption that ihdividual voluntarism and private initiative are essential 
^^.!t!n^.^^ \^ •°" 2 personal scale. The Peterson Commission gave special im- ' 

'f'f '"^^"'"8 of vtjiuntarism in its justification of a dual system of resource 
allocation for the general welfare.- As the commission' reported, - 

We believe that a society which encourages a sense among its citizens that they 
have a reciprocal responsibility for themselves and for others strengthens its own 
fabric - whereas a society which spurs every man to live in and for himself- 
along weakens the society by weakening the bonds of fraternity."* 

■ Another recent expression ^f the rationale for foundations and private ohilaa- 
It SnphiTzed" "^''^""^ reference' to^performance cMteria. 

The importance of encouraging voluntarism m fhe satisfying 0/ social needs of " 
maintaining the human, empathetic feeling of personal responsibility in the face 
of social needs. , \ . ' 

The wisdom of decentralization, down to the local grass roots, of some portion 
of the tasks of providing our Educational, cultural, charitable services. 
The usefulness of having available some alternatives to many Government serv- 
TOrm^"'" '^^^ Government services may be universally accepted as the 



Public Policy and Tax Incentives for Private Philanthropy * ' 

Charitable organ izatrons, including private foundations, have long-been supported 
m their claims of legitimacy and relevancy by a policy of specialized tax incentives and 
minimal regulatory control designed to encourage private philanthropy The "rela- 
tively generous tax treatment which, up to now, the government has accorded founda- 

I'nTin ■;cirt?..48 "['""'^^^'^ 8^°^'*! of foundations both in numbpr 

and in assets. Historically, the two kinds of specialized tax treatment afforded 
philanthropic institutions are the charitable contributioavdeduction and tax exemption 
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ofcharitable income. Without the encouragement of such tax incentives, cflrrent giving 
levels would not be maintained. Private foundations benefit from both principles, but 
the foundations' privileged position has begun to erode on two fronts - from the at- 
tack on the incentives as they pertain to philanthropy generally, and-from the increas- 
^gly detrimental di^wtion made between foundations and other charitable institu- 
tions. . ♦ 1. 

The -Concepts of the income tax deduction for charitable contributions and tax 
exemption of the income of charitable organizations historically became law on the 
basis of useful purpose or performance criteria. More recently, they have bee^n de- 
fended on the basis of the inherent legitimacy of private philanthropy because of its 
stimulation of pluralism and voluntarism. The theory of taxation which most seriously 
threatens the historical prerogatives of philanthropy and private foundations extends 
the first premise and undermines the second by treating chariiable ex^mptipns, deduc- 
tions, and exclusions from taxation as equivalent to governmental subsidies or ex- 
"penditures. Hence, the funds which private charitable institutions control are con- 
sidered not private but rather "public funds" which are consequently subject to regu- 
lation and taxation. The forces behind such theories have had some success because 
many people are unsympathetic to or unaware of the rationale in support of tax 
privilege, because of past abuses, and 'also (perhaps principally) because of strong 
. pressures on government for increasing revenues. 

The charitable contribution deduction has been particularly vulnerable to attack. 
One school of thought sees charitable donations as simply another consumer expendi- 
ture expressing private preferences which should not merit deferential tax treatment. 
The argument is based on the assumption that such deductions represent a public sub- 
sidy for essentially personal expenditures and therefore mar the rational!^ of the tax 
system. A frequently expressed second objection is concerned with the alleged in- 
equity built into the structural incentive mechanisms. Thus, the charitable deduction 
is typically attacked as a *'loophole\' on the grounds that it economically benefits 
high-income taxpayers more than low-income taxpayers.^ ° The wealthy are said to 
reap higher benefits while concomitantly executing disproportionate influence on the 
ultimate distribution ofcharitable funds. That is illustrated by: 

f X and Y, wno give the same amount to charity but get different tax alSi^^ances 
for their' gifts because X has more adjusted, gross income than Y aacThence is 
subject to a highe>-marginal tax rate. It is asserted that X is thereby given an 
*'ut>side-dowll^' subsidy, because his deduction is "worth more" than Y*s. 

Arguments over this line of thinking are many and complex. At the root is a differ- 
ence in outlook on a basic question of achieving equity. On the one hand are those 
who see the benefit accruing to the wealthy taxpayer who diminishes his tax base and 
has less to lose, perhaps something to gain, by making contributions. On the other are 
those who hold that "the charitable deduction is not a loophole. The gift gives the 
taxpayer no benefit. Rather the beneficiary is the recipient institution and the people 
it serves."^ ^ In the same, vein, objections are made to the special treatrjient accorded 
charitable contributions of appreciated property. Within certair> limitations a taxpayer 
may contribute a gift of property other than cash and claim the current market value 
as the deduction rather than the original cost to the donor. Critics contend that 

... the taxpayers who have appreciated property, and who are thus in a position 
to take advantage of this option, are those in the top income brackets. These , 
individuals, it is said, not only get the "benefit" of a reduction in taxes on their 
ordinary incomes which is taxed at the highest end of the rate structure, they 
also avoid paying taxes on the capital gains which would have been due if they 
sold their properties instead of giving them to charity. Further, it is tlajmed that 
in practice such gifts typically involve property for which the tax basisjor cost) 
r| is very low^ perhaps even zero, and that in such cases it is possible ' to^make 
money by giving it away."^ ^ . ^ 

23o . • 
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A third argument against the charitable deduction casts doubt upon the effectiveness" 
.of Its purported rafson d'etre, as an incentive for individual giving. Some monies, it is 
" •'^T..'*^? be donated with or without a tax incentive and are therefore tax-break 
"windfalls" to the donor. • - 

Each argument against tax privileges for private philanthropy has been carefully re- 
futed by defenders of the existence of private organizations - which (it is alleged) 
would most definitely suffer ip the face of many suggested reforms. Bittker, for 
example, contends that increasing^ progression in tax rates is more equitable than 
repealing the deduction for charitable contributions, given a need for more-revenue 
Ultimately, most arguments hark back to the basic issues of equity, relevance and 
legitimacy. -i /< . 

For the burgeoning middle class and working class ethnic minorities the equity issue 
IS especially telling. Vehicles for charitable giving are predominantly institutional ^ 
such as churches or_ United Way funds; the formation of foundations has virtually no 
relation to such groups either as a means of expressing preferences or as a method for 
magnifying donated funds through tax shelters. For these reasons alternatives to the 
current system of charitable giving are receiving serious consideration. The ingrown 
putatively ehtist character of the tax structure is being reevaluated, and needs to be' 
reevaluated on many fronts. There is room for the involvement of minorities who are 
typically frozen out of such constructive discussi(m< - 

One alternative approach receiving atteJitiiso^iccepts the rationale for private phil- 
artthropy and its privileges while attempting to rectify what are seen as inequities en- 
'-^-S^S ■ -f J'T' '<"'^ as i"«>"ie tax deductions. The most prominent reform 
^proposal IS that of federal matching grants to substitute for income tax deductions 
The matching grant system purports to make the private philanthropic community 
more democratically reflective of a pluralistic society by extending equa^ benefits and 
incentives to all donors. In brief, the matching grant reform proposes to 

« 

. . . substitute for 'the charitable contribution deduction a system of direct 
federal assistance for^private charitable organizations through a matching grant 
mechanism. Each donor's gift would be matched by a predetermined amount . 
from the government, the federal share to be transmitted directly to the chari- 
■■ table institution of the donor's choice.* * ~ 

The details of the matching grant proposal and its rationale need not be delineated * 
here, nor the multitude of objections raised by its detractors. Suffice it to sav that one 
major objection is: ' , a, maiunc 

It would be difficult to devise a formula for matching grants that would pro- 
duce, even in the aggregate, the same amount of revenue that charities now owe 
to the tax deduction, and it is almost inconceivable that this could be done for 
particular charities or even categories of charities." ^ 

, The Jax Reform Act of 1%9 - Legal Constraints and Policy Issue? 

Highly ^significant in our concern for minorities is the'impact- present and poten- 
tial - orturrent legal constraints on private foundation giving ' ■ - ' 

In recent years, as the attack on certain special tax privifeieThas heightened, private 
foundations have been distinguished from other charitable organizations Tbr more ■ 
restrictive, even punitive, treatment. The main source of most limiting policies is the 
Tax Reform ^ct of 1969 (TRA). The Act promulgates nevy interpretations of tax 
privileges and imposes regulatory policies limiting the way foundations £ise funds The 
tax innovations affect the amourVt of revenue available to foundations for grant-mak- 
ing, and the regulatory restrictions affect the nature of grant-making policies. Both- 
have bearing on the relationship of foundations to minorities, though the ramifications 
v.* rom clear. 
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The charitable contribution deduction clauses were substantially mfidified by the 
TRA in a* manner which favors public charities, ultimately at the expense of private 
foundations. The upper limit on deductions for donations to public charities was 
increased to 50 percent, as compared with 20 percent for private nonoperating founda- 
tions. (An exception was made for private foundations which distribute all contribu- 
tions received for active charitable purposes within one year.) Similarly, donors giving 
appreciated property to private nonoperating foundations must treat it as though it\ 
were sold and gains made - unless the foundation redistributed an equal amount, 
over and above other pay-outs, within a single year. Only the donor's cost plus one 
half of the appreciation are deductible.^ ^ 

A singularly important and controversial provision of the TRA levies a 4 percent 
excise tax on the net investment income of private foundations (but not other chari- 
^ties). This is a marked departure from the traditional exemption of private philanthro- 
pies from taxation. The burden, however, is attached to a particular type of founda- 
tion, the private nonoperating foundation. But the exemption principle has been 
breached, and further inroads may Re considered likely. , 

^ - The act also makes rpgujatory requirements of foundations. Nonoperating founda- 
tions must distribute for charitable purposes each year either their current net income • 
or a required percentage (generally about 6 percent) of the fair market value of assets, 
whichever is larger. Foundations are limited in the amount of control they can have in 
a business. They must invest in a safe and sound mapner. "Self-dealing'"' activities be- 
tween a foundation and those whp manage, control, or make large gifts to it are strict* 
ly proscribed. Annual reports on programs and revenues are mandated. _ 

Tax exemption is jeopardized if a foundation engages in activities deemed to be 
outside the scope of charitable purposes. Also private foundations must ascertain that 
their grantees (other than public charities) 'remain "accountable" within the bound- 
aries circumscribed by the law. The proscribed* activities relate to a broad range of 

^ policies which might be labeled "attempts to influence public affairs. "^,Whereas pre- 
vious prohibitions against "political and propaganda" activity were limited to "no 
substantial par^'* of a foundation's grant programs, the 1969 legislation flatly pro- 
hibited "political and propaganda activity" and "otherwise attempting to influence 
legislation, including attempting to affect publi(? opinion or communicating with 
persons participating in the legislative p^ocess."^^ Advocacy and lobbying are out. 
Foundations may not attempt to influence elections, incjuding any support pf voter 
registration drives, e.xcept under constrained, nonpartisan conditions. High appointive 
or elective officials may not even accept compensation for time and expense incurred 
when attending foundation-funded seminars or discussions. ^ 

The TRA'and Grant-Making Policies Affecting Minorities 

The legal constraints placed on substantive programs of private foundations have 
been vehemently criticized as detrimental to innovative and productive founcJation 
activities. There is little meaningful evidence available, however, to gauge the impact 
of the TRA on actual grant-making policies, due to the relatively short time the act 
has been in force. 

The actual language of the TRA is broadly negative with punitive overtones and 
numerous strictures that - if harshly construed or enforced - could vastjy inhibit 
certain types of activity. The sweep of the law is evidenced by the encomp<|ssing na? 
ture of th^deexemption and penalty tax sanctions. It "prevents the InternajTRevenue 
Service^lVbm evaluating a foundation's political activfties in the context of fts overall 
program.''^ ^ The provisions could be interpreted to restrict "taking public positions 
on contemporary issues, since these could affect public opinion and fn time 'influence 
legislation'."^^ < — - • 

Q Moreover, both provisions seem to have been intended ta apply only toJssues 
gl^l^ijsed in pending legislation, thus avoiding infringement of foundation educa- 
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tional and research activities before they become concrete legislative proposals. 
Yet even thi5 limitation may often prove uhworkable. If the pendency of legisla- 
tion IS to be determinative, a legislator could halt a controversial foundation 
program - and perhaps occasion the loss of large amounts of foundation re- 
sources invested in the program - by the relatively simple maneuver of filing 
bill in a legislature.*^ 

The stringency of such possible interpretations andihe ambiguity of other statu- 
tory sections understandably created a cautious atmosphere during the period after 
the passage and enforcement of the law. Even three years after the act went into 
effect, finalized regulations still had not been determined.* ^ The regulations them- 
selves suffer from vague lar^guage. In the opinion of one analyst: 

The practical import of the regulations seem to be that a full and fair exposition 
IS required whenever a foundation is commenting on an issue that is relevant to 
a legislative controversy, and sometimes, perhaps, even when it is not.*^ 

It is inevitable that relevant studies will in some waV touch upon issues of concern to 
the legislative branch. 

The response of foundations to the restrictions on programmatip activity has been 
one of initial alarm and distaste, followed by a gradual adjustment to the implementa- 
tion of the act. While the regulations are less than perfect from Uie foundations' poi«)i 
of view, they leave room for maneuver given reasonable enforcement, and are more 
moderate than the extreme type of interpretation suggested by the Harvard Law Re- 
view. According to IRS data set forth in the preliminary' report of an ongoing study 
only ^$9,000 in penalty -taxes has been collficted for violation of the "taxable expend!- 
ture provisions (the area of programmatic regulation) as opposed to $220,000 col- 
lected for violation of the "self-dealing provisions." The IRS is nevertheless closely 
monitoring foundations and foundation grantees. A survey undertaken by the Study 
found that 90 percent of its respondents , had been audited since the act's implemen- 
tation and 36 percent had been audited twice. However, only 21 of 536 respondents 
stated that I RS auditors made attempts to influence grant-making activities.^^ 

impressions of the current foundation situation confirm that foundations are ad- 
justing to the new restrictions without major upheaval. Philanthropists mix with public 
officials and "report few problems of not being able to talk things over or be heard " 
Although voter registration activity was greatly inhibited in the initial stages of the 
act, It increased after regulations specifying permissible circumsUnces were issued 
Within the new constraints. The Ford Foundation has reentered the field by con- 
tributing to the Urb^n League's registration campaign for ten cities and by sharing 
m the support of the Voter Education Project in the South. Uncertainty about possi- 
ble proscriptions on supporting test litigation temporarily removed the few interested 
and adventuresome philanthropies from that scene. Grants have cautiously been re- 
newed, but reflect a carefully bipartisan, objectively controlled context.^ ^" 

The portion of the act that has most modified the behavior of foundations in their 
gr^nt-makihg policies is that relating to "expenditure responsibility." This section 
Requires that foundations be accountable for all actions outside the meaning of the 
statute taken by their grantees other than public charities. In order to exercise ac- 
countability, a foundation must Rlace certain strictures as to accounting and reporting 
practices uj5on its non-public-charity grantees, and maintain careful supervision of 
their progr^ammatic and financial activities. The foundation must report all such 
indivicjual grants to the Treasury, and justify their tax-exempt purpose. The recipient 
must submit regular reports to the foundation for scrutiny. Such record-keeping re- 
quirements have been said to cause "more foundation paperwork than ::5my other 
law.' To avoid the headaches which accompany these accountability procedures, 
many foundations have simply chosen not to give grants to any organization other 
thah^hose that qualify as public charities.** The survey previously cited found that 
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contributions to nonexempt grantees prior to 1969 decreased from 39 percent to 16 
percent in 1970 and 20 percent in their last tax year - or half as many as previously. 
•The new .requirements appear to have been a real deterrent to some foundations 
which were formerly prepared to bet on new and often inexperienced grantees."^'' 
Of the 21 respondents who reported efforts on the part IRS auditors to'influence their 
grant-making activities, 22 percent indicated that the pressure was in the direction of 
discouraging expenditure-responsibility grants.^ ^ Grants to public charities offef the 
course of least resistance. 

The requirements have provoked discussion 6f.the morality of closely overseeing 
grantee behavior. Foundations hayejraditionally tiken aj'hands off attitude toward 
grantees once the grants have been made. Monitoring grants is said to restrict intellec- 
tual freedbm, hamper internal operations, color program outcomes, and burden a 
foundation with operating responsibilities. On the other hand, it can not be denied 
that a certain level of monitoring, perhaps combined with advice and technical assist- 
ance, is desirable and justified. One analyst distinguishes between the grants made for 
projects of intellectual and creative distinction requiring maximum autonomy, and 
those made for "action" purposes. He divides their purposes as follows: 

a) lo perform a certain- set of services or actions. 

b) To test a certain hypothesis. 

c) To demonstrate the efficacy (or lack thereof) of a certain notion. 

d) Jo train certain people in certain ways. 

For these grants inte/fectual "freedom" was exercised by the foundation and 
grantee in the process of deciding what t6 propose and what to accept. Once a 
grant is made, the grantee is, by and large, committed to a declared and settled 
purpose. For that pftpose to be realized the grantee is to do certain things, to 
perform certain services, or to test or demonstrate certain notions. These are ac- 
tions; and, hence, for these grants it is,not the grantee's freedom that needs to 
be protected. Rather it is his efficiency and fidelity to purpose that need to be 
assured. This is not to say, of course, that foundation and grantee need to be 
overly inflexible about either goals or manner of operation.^^ 

While the desirability of evaluating, advising, and monitoring certain types of 
grants - including those made to public charities - may thus be justified' the expendi- 
ture applicants under this clause have a definite comp^itive handicap. The full brunt 
falls on new and untried organizations, particularly community organizations which 
are unwilling or unable to gain public charity status. 

Even if a foundation is willing to make the grant,'it may take a considerable ef- 
fort to convince the community organization to accept the strictures it imposes. 
Some knowledgeable observers suggest that the full impact of the expenditure- 
responsibility provision has not yet been felt; 'The Tax Reform Act came at a 
time when new community institution^ were not being spawned as they once 
were. If it had been in the 1964-67 period, there would have been hell to pay. "''^ 

Those suffering most are grass roots actionoriented organizations, including minority 
groups, which have less tertain access to funding of any kind. Foundations have been 
a potentially important source of revenue for them in the past. Minority groups are 
less likely to have established records or to quali^i^ as public charities, which must re- 
ceive a substantial, portion of support frpm a governmental unit or from contributions 
from the general public. Even the time involved in obtaining the proper TrS iieJcu- 
mentary approval, of public charity status can be detrimental to minority groups. 
■New groups atten^pting to diversify funding sources to attain independence from 
foundation monie^ and/or to Enhance the possibility of^galning public charity status 
may stumble upon one 9f the constraints in the act if federal revenue-sharing funds 
O . sought. Seeking those^ funds could be construed as a lobbying effort prohibited by 
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the act. The effectisto hinder diversification efforts, to make public charity status 
that much more diUiciHt to attain, and to nullify foundation efforts to use small 
amounts of funds as leverage for attaining more funds from the federal government. 

The undisputed effect of the programmatic restrictions has been to cast a shadow, 
as far as foundations are concerned, over the organizations and activities of minority 
groups. They reinforce the tendency of most foundations to avoid new, untried en-' 
deavors, and discourage grants to minority, barrio, ghetto, and poverty groups. 

In areas which affect minorities (willingness to undertake experiment and innova- 
tion, to support new groups, to engage in public policy and civil rights debates) TRA 
has been generally restrictive. Foundations are placing greater reliance on legal per- 
sonnel for cautionary warnings on taxable-expenditure and expenditure-responsibility 
Items. Uncertainty introduces added elements of caution (one observer calls it "cow- 
ardice") in decision making.^ ^ I n/^^X^^ 

In spite of the ''innovation" rationale posited so lucidly and frequently by founda- 
tion defenders, conservatism In grant making prevails in many of the institutions, as 
we $hall note later. The TRA can only act as a reinforcement of such a tendency. 
Where foundations may have been criticized for funpeling money into established 
public charities, this focus has seemingly been vindicated^! 

While the perceived elitism and influence of foundations may have engendered the 
current distinction In favor of more "democratically" accountable public charities, 
the suspicion emerges that a desire to inhibit the growth and strength of grass roots 
organizations, including those of minority groups, led to the expenditure-account- 
^abihty clauses and taxable-expenditure clauses. If that surmise is correct, we would 
advocate modification of the pertinent portions of the TRA 6r, more radically, re- 
vision of the entire system of philanthropic incentives and privileges to encourage 
* more support for the poor and the minorities. 



IV * 

" MISSION AND PROGRAM OF FOUNDATIONS - 
FOUNDATION INVOLVEMENT IN INSTITUTIONAL CHANGE 

Historical Antecedents 

^9 * . 

^ An incisive description and appraisal of the social setting in which foundations 
function and some of the factors, including social and politicafactivism, that resulted 
in congressional intervention was written by Waldemar E. Nielsen'in 1 972.* . 

He points out that throughout the long history of institutionalized philanthropy 

^ foundations have "repeatedly clashed with the authorities, both secular and ecclesias- 
tical." Basically, these conflicts^"mj|)lved power, both economic and poWtlcaL" For 
example. King Henry VIII of Eft^d "objected to the religious endowments as ob- 
stacles to his efforts of reformation]\ century later his royal successors feared private 
endowments for the opposite reasons, as threats to their efforts to block change." The 
^Frenctf Revolution, sparked by the resentment of wealth and privilege,' virtually 
destroyed foundations in that country, ''f.oundations," he notes, "Nyere among the 
first ^flctims of the Bolsbevik takeover in Russia and the Nazi rise to power in Ger- 
manyr It is his view that while foundations were partly responsible for these adverse 
conse||uen(*s throygh "thetr own rhisconduct but repeatedly throughout history, 
whenflriations have been under heavy stres^,or in the throes of social crisis, founda- 
tionsjiave become a favorite target of official frustration and l^opular anxiety."'' ^ 

FJjundations in the Umted States, while comparatively viable, have also been af- 
fecteB by social and economic factcJrs.Hn 'the years before World War I, they were the 

. foculof bitter disputes between "reckless capital and radical labor."''^ During the 
n^^^'^ssion of the 1930s, and again during the hysterical Joseph McCarthy period aft6r i 
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World War 1!, they were' further attacked by %ose who believed foundations were 
furthering communistic ideology or radicalism. 

Thus, from both ends of the spectrum, foundations have been seen as a threat, as 
capable of or exercising great power over existing institutions. Some examples, 
summarized, follow. 

Anti-Communist writer Labovitz claimed that 

; ... an "eli^te" has thus emerged, in control of gigantic financial resources ^ 
operating oatside of our democratic processes, which is willing and able to 
shape the future of this Nation and of mankind in the irtiage of its own values 
and concepts.^^ 

New Leftists David Horowitz and David Kelodney described foundatior^s as 
originating from the rapacity, hypocrisy, and corruption of the corporate establish- 
ment. The political power of foundations was derived from the magnitude qf their 
assets but also from their application of ''strategic philanthropy." 

[They have] been nothing less than a means of shifting the balance of 
political thinking and political power In the United States consistently in the 
direction of the moderates and those supporting the status quo and against t 
those advocating more revolutionary change.^ ^ 

Thonnas Parrish writes about the "Progressive era" (1900-1920), the time of the 
muckrakers and trust busters, when a congressional investigation of the "generat 
conditions of labor in the United States" precipitated by the labor-capital conflict 
in the Colorado coal industry, was undertaken under Senator David Walsh and The 
Walsh Commission. The fact that the Colorado Fuel and Iron Company was 
controlled by John D. Rockefeller led to the inclusion of other Rockefeller inter--: 
ests, one of which was the newly established Rockefeller Foundation., The Walsh 
Commission then decided to, study all foundations. Spokesmen for foundations, 
including a partner in the J. P. Morgan firm, and John D. Rockefeller, Jr., either 
expressed no concern about the irffluence of foundations, or, in the case of 
Rockefeller, testified that the Rockefellers had^not "drawn sharp lines between our 
business and philanthropic interest.'* Foundation opponents charged that the for- 
tunes used to create the foundations came from exploitation of workers, and that 
^ workers' well-being would be improved by being allowed to keep the money which 
generefted the fortunes.',^ . ^ 

• The Walsh Commission reported, according to Parrish, that "foundations were in 
fact* large and dangerous influences over corporations and over such fields as 
education as well." When the report was issued in 1915, the Progressive era had 
come to an end. The report appears to have had little influence either Inside or 
outside Congress.^^ ^ / 

By the early 1950s (the McCarthy era), critics of foundations were charging that 
they were "agents of communism." Two congressional investigations followed - by 
the Cox Committee of the House in 1952 and by the Reece Committee of the 
"House in 1954. Little of consequence was produced by the Cox Committee; 
foundations were found to be **important and vital." Disappointment over this 
meager result stimulated Representative Reece to conduct another investigation, in 
wjiich onl/one foundation was permitted to testify. Charges were made that 
foundations^were engaged in a /'diabolical" anti-Artierican conspiracy. "The Reece 
proceeding was so farcical and patently unfair that its inhibitory effect on founda- 
tions was lesS'than was feared lii^ely at the time."''* 

Representative Wright Patmaq began a series of assaults on foundations in 1961 
which continued through 1969. He began by deploring their rapid growth and the 
motives of s<5nne^,of their donors. He used "available charges" as well as contra- 
dictory allegations of* both capitalistic and communistic bias. Authorized by the 
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""^"[l£,^"^.'?fH <^0'"'"'"ion to staff and continue his study, a series of reports 
change °'' "° ^^P'"«sed about foundation involvement in social^ 

1Q7^ whS Department, at Patman's demand, began a study, repofted in 

iy65. which carefuHy distinguished between genuine philanthropic foundations and 
those that seemed to^xist for the sake of tax evasion."", Parrish states- 



. . . a number of the big. philanthropies approved (the recommendations of the 
ireasury Department report), but rather passively; others, however, immedi- 
ately dispatched their lawyers to Washington to try to block any legislative 
action . . . which they succeeded in^doing.si 

Patman's reports in 1966, 1967, and 1968 produced no significant legislation, 
borne of the specific charges in his reports were shorl sales of securities, speculation 
in commodity futures aod oil wells, manipulation of stock prices, and use of assets 
to carry on proxy fights for the control of corporations. His chief concern was the 
abuse of the tax-e)«mpt status, but the House Ways and Means Committee, now 
involved in the investigation was particularly interested in the use of foundation 
mohey to support political activities that threatened incumbents.s^ Some of the 
specitic activities that distressed congressior^^epresentatives were: 

nonnlSl ^J^L^i' voter registration effort's, principally among selected 

populations (blacks and Mexican-Americans), which probably generated more 
opposition in Congress than any other type of activity, mainly because they were 
perceived as a direct threat to fedS^a^tate, or local office hold6rs.8 3 Exam pies' of 
projects and their impact will be give^ the next section. , • 

2. Funding by The Ford Foundation of a school, decentralization experiment in 
\°AKF'i\'^^''t^' 2"o^'^'"g to Nielsen, "by the iime it was over, had 
E^in u^"'"'' about a bitter confronmion, 

between the black community and the powerful United Federation of Teachers, and 
resulted in a destructive city-wide school strike that nearly cost John Lindsay his 
second term as mayor. 

The Peterson Commission states that "the role of the Ford Foundation 
was easily, misconstrued and widely resented."" , . "'" 

3^xperimental programs in \lum areaj-iiich as foundation grant&^e to 
street gangs in Chicago. As the Petefeon domS\on reports, "these prdMtnThave 
.. . disturbed some politicians because of their potentnal for changing thVt)Ofltical 
balance o^ Piwer. particularly by mobilizing the electoral strength of blatk com- r 
munities.'" - - y-^^"^ . . ^ 

According to Nielsen) the Tax Reform Act of 1969 has had a "paralyzing effect" 
on innovativeness by even the most courageous of the large foundations " This 
ettCct has caused a "preoccupation with the possible reaction of Congress and the 
Internal {Revenue Service to . . . grant decision," and, because of "expenditure 
ttoS?"' ' ^ to "lake grants to other than well-established organiza- 

Fear of these consequences was expressed beforehand by the late Whitney M 
Young Jr., executive director of the National Urban League, at the Senate Com- 
mittee hearings on the bill: , 

There are" features of the bill that are making the black community feel that it 
IS a hostile bill, a bill ... with a purpose as much to intimidate as to legislate 
a bill designed- to discourage foundations who have belatedly found the field 
"ot social reform to be one which they might tenderly tread, a bill to caution 
^J" warn them. Already^there is evidencg.that just the introduction of the bill 
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has caused some foundations to again become very cautious and turn toward 
those absolutely noncontroversial things they, feel \yill remove them from any 
threat of punitive action.** 

More recent appraisals of the effect of the law on foundation practice are more 
moderate. Parrish writes that it ^'fostered some fresh timidity toward social action 
and related fields," adding, "but the prevailing view in the foundatibn world was 
reported to be that of Merrimon Cunninggim, president of the Danforth Founda- 
tion. The law, he said, 'has not hurt foundations as much as they expected it 
would, and it has not hurt them much'.'* This is due to "the restrained view the 
Treasury Department has takigp of foundation activities that might be considered by 
some to relate to legislation or pitbtic policy."*^ Parrish concludes: 

One thing the 1969 discussion showed was that foundations tend to resemble 
individual persons. When a particular trait or quality is generally popular, 
foundation^ like to claim it as a prime charact,eristic. When it is in disfavor, 
they passionately deny that they ever thought or did anything of the kind. 
When social action is popular, foundations cheerfully accept praise for being, 
as the semiofficial cliche has it,*^ociety's "cutting edge." When political or 
other powerful forces frown on anything that looks to be a serious social- 
action project, foundations' hasten to assert their innate level-headedness and 
conservatism.^" . • 

Paul Ylvisaker and Jane Mav(ty, in a paper prepared forjhe Filer Commission 
dealing with *The Role of Private Philanthropy in Public Affairs," conclude that 
because -the TRA of 1969 has not been "harshly irHerpreted and applied" by the 
Treasury Department, thpse philanthropies "most tightly circumscribed by the act 
sieem to have taken the new l^gislatton in stride and remain free to play, if they 
choose to, an assertive role in public affairs."^* ! 

If the spirit is willing, there are no overwhelming deterrents. If the spirit is 
otherwise, the act can be cited as further reason for a conservative posture, a 
cautious role. 

Ylvisaker directed the national affairs program of The Ford Foxindatio n from. 
1956 to 1966. Through his interest in urban problems, and his extensive contacts 
with racial and ethnic minorities, he was instrumental in creating substantial Ford 
grants for delihquency prevention programs, educational programmer disadvantaged 
children, and "community development" projects which prided a variety of 
approaches to the problems of poverty, unemployment, housing, and education in 
predominantly black areas of cities. Community development emphasized the direct 
participation of ghetto-controlled organizations in carrying out the projects. Ylvi- 
saker recruited a group of ^)lack and white ''social change technicians" to create 
project ideas. He enlisted thje support of mayors in a number of cities in imfJIement- 
ing these ideas. The resulting "gray area" programs generated a number of the 
concepts later incorporated in the Johnson Administration's "war on poverty."^^ 
Ylvisaker also played a key role in developing Ford Foundation involvement in 
helping Mexican-Americans. 

[ Survey Data Relating to institutional Change ^ 

How do ethnic minority leaders, foundation executives and board members, 
ejected governmental officials and agency staff, and students of the foundation field 
view the situation? Systematically collected empirical data are found to be minimal. 
Personal viewpoints are more abundant, but are necessarily influenced by profes-. 
O jnal or personal experiences, They will be instructive, nevertheless, when con- 
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sidered in the social setting and the professional background of the spokesman. 

Before presenting individual viewpoints, it will be"^ useful to examine two of a 
series of surveys conducted during the summer of ^969 by the Commission on 
Foundations and Private Philanthropy. One of the survey populations was a sample 
of foundations, the second **a cross-section of America's opinion leaders." 

The commission report states: 

The ability of foundations to tackle controversial subjects and to finance 
social action projects is one of the frequent jusjj^itatrons for their existence, 
although attitudes toward controversy vary among foundation people. Contro- 
versy, however, does not rest easily alongsjde other qualities . . . perhaps 
prudence, civility, and discretion. Indeed, some foundations have been so 
* 'discreet" that, on few occasions when they forged ahead 'with 
''controversial" social action projects, and encountered strong opposition, a 
was widely believed that some had not meant to be corilnoversial.^^ 

The commission posed three questions to a sample of foundations covering their 
activities during the three years, 1966-1968: 

1. Had they made any grant for dertain specified types of projects whtch some 
people might consider controversial or undesirable? 

2. fiad they made ^ny grants or gifts to projects which they considered to be 
controversial or particularly unpopular? - ' ^ 

3. Had they made ar]y grants or gifts which they considered to he innovative, 
experimental, or out of the ordinary?^^ ' \ 

Certainly any project may be considered "controversial" or "undesirable" for a 
number of reasons, not necessarily because it is viewed as bringing about m^'ajor 
institutional change. An analysis of the responses indicates, however, that the kinds 
of projects that elicited newspaper comment and congressional a.ttention because 
they differed from the more traditional types of foundation grants, as well as 
threatened the status quo, included those that were intended to bring about social 
change, in attitudes and behavior. This hits hard at the "voter registration and voter 
educatijjn projects/' which were mainly directed toward those segments of the 
population which were, or believed themselves to be, politically powerless - blacks 
and other ethnic minorities. Similarly, "grants to assist a community or neigh'bor-^ 
hood to organize an ethnic population, ghetto, or impoverished groups" encouraged^ 
such groups to bring about institutional change as well as to provide services. 
''Organization of urban youth groups, including gangs" channeled destructive 
energies into more, productive behavior, including helping to bring aboHt more 
^intelligent responses by existing agencies to youth problems. "Work with student 
organizations" also was usually change-oriented, ^^opking back to the original figures 
on change-oriented projects (p. 1179), we arrive at the modest total figure of 4 
percent. Thus foundations made minimal contributions to institutional change- 
oriented projects during the period 1966-1968'. 

Only 1 percent of all fqundations, when speaking for themselves, believed their 
grants were controversial or, unpopular. The dollar value of these* controversial grants 
represented a miniscule u.l percent of all grants made dicing 1966-1968. Almost all 
were made by large foundations. Athough 13 percent of responding foundations 
believed that they had financed innovative or experimental projects, pnly 3. percent 
of total grants made during 1966-1968 were considered innovative. Again, tne large 
foundations accounted for 'the major portion of these.^^ 

The Peterson Commission concludes that* ' 

The facts do not bear OMt the chargers that much of what foundatipns support 
is not charity at all but rather political and social activism ... ' , 
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A maiority of foundations spend most of their funds on conventional projects 
that ^^er similar to the traditional patterns of individual giving.^? 

The Peterson Commission's survey of "a cross-section of America's opinion 
leaders;* provided a somewhat different perspective on foundation involvement in 
institutional change. A sample of 4,016 persons drawn from 49 different source lists 
included a cross-section of professionals - university presidents, business leaders, 
government officials, labor "leaders, physicians, attorneys, and leaders in the arts and 
, sciences. Of specific^lnterest to this study are the responses concerning "the 
philanthropic function of foundations and their role in American society."^' 

Respondents' attitudes (based on a 22 percent return of a mailed questionnaire) 
were, with one exception, positive toward foundation participation in controversial 
activities. This is at direct variance with the foundations' appraisal of their own 
support of controversial projects. To quote the commission's findings: 

"Hie Commission questionnaire pointed out th^t at times foundation activities 
hive aroused some controversy, particularly in areas related to social/pqlitical 
actions. In order to establish some parameters for what might be considered 
permissible and nonpermissible activities, the Commission listed a number of 
"sensitive"^ areas of activity and asked the distinguished citizens if they 
thought foundations should participate.^^ 

The distinguished citizens' responses to each of these sensitive areas is shown in the 
following tabulation: , 

Foundation Participation in Cbntroversi^ Activities*^? 

rerx^ent 

Favor Do Not Favor No Opinion 

1. Voter registration activities ' 63.4 29.1 7.5 

* 2. Grants to study public policy issues and 

influence public opinion or government * * 
action through dissemination of the study ^9.2 22.1 - 8.7 

3. Support to community orgamzations 
^ which might include a variety of youth ^ 

groups, such as gangs 71.7 19.5 8.8 

^ 4. Grants to government employees 27.6 56.7 15.7 

A substantial majority of these distinguished citizens was receptive to foundation 
support of projects that were directed toward institutional change at a-time when 
the foundations themselves were giving token, amounts to such pro/ects. The* one 
exception was "grants to government employees." 

Reactions of Etlinic Minority Leaders and Ethnically Oriented'Organizations 

Ethnic minority leaders have generally been only minimally' involved in the 
foundatiqn field. It is, with minor exceptions, an Anglo world, heavily influenced 
by the (arge Eastern foundations wigtr^heir economic and social ties to the 
; establishment ' businjess world. Ethnic minorities have only slight representation on 
. the governing boards of 'foundations or on their staffs. 

Although foundations do grant money for projects designed to benefit minority 
populations, only a portion of it is given to minority-controlled organizations, a fact 
substantiated by data for Spanish heritage and Asian American populations 
appearing in Chapter IL These circumstances also contribute to the paucity of 
ibllshed material on foundations by ethnic leaders. 
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\Kw v"Jn"«L^'!l^"i' ^D^'^^'.^ °^ foundation response to minority concerns was presented 
illl r- t'- 0^ National Urban League, to the 

The iSJon tha";" °" °" ^""^ ^^^2. Jordan'challenged 

. . . this nation is in the midst of widespread social reform; that there has been 
w'"^L''''u'">^''' w^ll-being and the influence of its minority citizens. 
a.id that further changejcw the social area are not only unnecessary but are 
dangerous to the stability of this country and its institutions. 

fi'rminf h^' '"'"^f'^ ''^'^ ^^'^ """eccssary and dangerous social 

ferment has been fostered apd paid for by foundations" because "far from being 
the avant garde of socal change, foundations have tended to follow cautious 
• pol!ges;that reinforce the-status quo. " , unow cauiious 
"Jordan noted that the "period of the 1960s was indeed a time of rapid chanee- 
ha period of the 1970s -seems instead to be one of retrenchrnt anS Shdrawal 
frorn that change." Legal rights had been won by black Americans - '4ccess to 
pub ic places, freedom from discrimination in employment and housing, and the 
right to. vote in the South" and benefits obtained through "increased government 
pending to relieve extreme poYprtj,, and for job training, community organization 

enforrS'-' ^TT ' -'^ »r''''' '° bitterly won have yet to be 

enforced, and those social programs so idealistically begun were n6ver fully 

f • u n "^^.'^J''^^ 5P«'fic examples as congressional failure to pass a 
^ we^are, reform bill which would liberate rather than punish; refusal to^enforw civH 
L'fh. rh, V a^^°aT'', ^° °^ ''■"''"8 to desegregate schools; ^and refusal of many 
suburban and middle-class communities to accept soattersite public housing '^^ . 

u,ithH^!'"l^'° acceptance of a prescription of "benign neglect," 

withdrawal from working for social .change had permeated our entire s^ciet^, 
s])reading to foundations and foundation executives as surely as it has touched 
politicians, businessmen, and housewives. "'03 ' • 

Specifically, .in reference to ' foundations, Jordan felt "more caution" less 

Sd - He"ii^fSl^h ' IX'^"^''^ ''^ ^"'"^ "'^"^^ of the foundation 

world. He identified three hjSfc afgumenfs used by critics of foundations for a "go 
slow policy on social change fariented projects. . - . 

^' ^LnT^'''''r 1,°^ the'SmenUsi^, foundations would be foolhardy to 
support social change. The statusquo-should be upheld and grants should 
more accurately reflect the economic andp5^;^H:dkio^^^ that current v 
exist in our society. ' • ^ currently 

2. Foundations' should assist those institutional elements of our society that 
represent stability, tradition, and Western cuKure, as opposed to an emphasis 

' on innovation, expecimentation, and change. 

3. The Tax Reform Act of 1969 is not as bad as \t could have been, but it well 
might be rigidly construed, if foundations keep meddling in programs that seek 

, to change our society. " 'If you don't hew close to a conservative line,' critics 
say, those fellows in Washington will cut you down to size'.'"*"' 

These arguments assume 

that foundation, monies have been disproportionately distributed to the 
powerless, rather than the powerful; to the experifnental innovators rather 
than to stable conservers; to unpopular causes rather than to those with 
broader support. ^ ^ , ^ v ~. . 

■ Jordan sharply challenged that assumption, citing his own experience in the 
previous decade ; m seeking funds from various foundations for Southern voter 
— ^5"nion. for black colleges, and for th'e Urban League's programs of social 
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welfare, housing, job training, and voter education. Jordan stated that ''An'analysis 
of grants in^ seven key areas of welfare shows a rather tepid interest in social 
change."*®^ Findings from the Urban , League's analysis'of grants made to black 
agencies and issues of black concern m 1970 and 1971 further supported his position. 
,Some of the specific findings were: 

Race relations - legal aid, voter education and civil rights 'agencies. Only one 
third of the funds went to national black-led organizations, while two-thirds 
went to hundreds of small, local race relations councils and discussion groups. 
Race relations grants amounted to a measly $24 qiillion or about 10 percent 
of the total spent in the Welfare category. 

Community Development Less than a fifth of community development funds 
went to black agencies. ' 

. Child Welfare, Less than 5 percent went to black communities and only Oi 
percent to black agencies. 

Youth Programs, Less than 10 percent went to the black community and only 
1 percent to black agencies. ^ 

Assistance to the Aged. Only 3 percent went into the black community. 

Social Welfare. Less than one fifth of all grant funds went to social welfare 
programs, and' only one fifth of that found its way irfto the black 
community.*®'' ^ ' ♦ 

f 

^ Education. Grant-giving to education was even more one-sided — black 
^ colleges, for instance, received only 6 percent of grants made to all colleges 
and universities. Jordan noted a tendency for white philanthropists to consider 
that every dollar given to blacks is used "for social change or for equal 
opportunity. Thus, a grant to a black college's school of veterinary medicine is 
considered an equal opportunity grant."**** 

One consequence or what Jordan considered to be the failure of foundations to 
give adequate support to "programs of social change and programs for the 
powerless" is the seeking of federal funds by black agencies. For example, half of the. 
Urban League's budget represented federally financed projects. Other blacjc-led' 
agencies were ^'turning to Washington for funds that ought to be coming from the 
private sector." Jordan called this an unhealthy situation for voluntary agencies - 
to be overly dependent on a single source of financing. 

If private and foundation giving does not increase to the level it should be at, 
we will be painted into a corner of reliance on federal monies. It may be a 
gilded corner, but it's still a corner, with the potential for restricted 
movement and the hazards of being buffeted by political winds.* 

Remarkably enough, "even in this time of retrenchment," the federal government 
"remains more favorably disposed to some programs of social change^than do some of 
the more fearful foundations/''^^ " " ^ 

Jordan concluded his assessment of the social situation in the United States and 
the role foundations should be playing: 

U is obvious that the searing, urgeat issues cun-ently tearing at the fabric of, 
our society, require for their resolution institutional changes that syill enlarge 
the opt)ortufrnies and the role of the neglected minority segments of our 
nation. These questions constitute a challenge of the*first magnitude to the *; 
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foundation community, a challenge that calls its very being into question For 
n?«nff?^"' refuse, either through fear or through misunderstaS^ot^y 
fuVu"1;^t"s:c?ety.'"^. '''' ^ ^^""''-^ 

aDDnit<.f fS/r"' ' '^"'.S"'" ^° f^^'P potential Third World applicants 
appraises foundation receptivity to institution-dhanging projects as follows: 

''•-'-L^^r«°""'^'''°" ^'u^ ^'"'^^ ^° ^'^y and retiring when it comes to 
,r controversy, social change, risk and all those conditions which may tend to 
upset the status quo. While there does exist a certain breed .of foundation 
beast w.l mg to move on the broad front of social change, these tend to bS ' 
l!n ^f"J/''.i, T"- ^^"^ withdrawn into their wombs where they 

can feed themselves on the warm feelings geherated by. funding, safe • 
non-controversial enterprises."^ . ' ^ - 

nrw ''ti,"''^" Samora, a sociologist-educator and advocate of Chicano causes in a 
ZTrTJl°" Confer«u:e of Michigan Foundations on February 21 1974 

DS/^,?fo?\h "'^''■'"'^'■''^'"S''^ 3" opportunity fel owship 

program for ethnic minorities, to support of teams of persons who were to 
investigate a particular social problem within the context of aVystem and make 
recommendations for desirable changes in the system. To Samora tl^r;as a more 

ta^rZ^'^VT^"'^ °^ '^^'P'"8 ^" '"dividual in the 'my f^ 'lady' asS 

to- cope with the systetn, the emphasis now is'to do something about the systl o! 
Its: various segments. ' ' ^ •^uui mc ayaicm ur 

^^^^"^^ - ^"'^ ""'^"^ organization io San Francisco which "serves 
as a collective resource center and clearirtghouse for projects seeking money from 
- wealthy individuals and foundations concerired with the need for vkble soci^ 

TSwZZ TaT''\t Cali,f6rnia"; its staff is' mSn J 

,SZ?r^. people With community organizing experience, who have agreed ft 

im their service to Paci ic Change to five years - after which they will return t? 

heiH communities and allow new people to take their places. A unique feature i^ 
H.l;l^n °P^^^^'°"- '^'^ "'ff Tiember equal ^wer in 

2ives'°ts "i^S 'n. " '''"'"•''"2 "^"d work duties."^ PacificThan e 

EutLM^^hloP "M5^ 1° -^'"^'f ?r'd at organizing to ultimately effect 
^'i^^g^- ' Projects funded through the work of Pacific Change 
include those related to Third World com munitier, .tenant rights, G I pensioners 
access to the media, corporate responsibility, and women's rights Pe"5'0"ers, 
Two new family -type foundations - Vanguard and HaymacJcgf^ere estab- 

?oci^ Zl^'ril^'^V' 'V''' S'^"" '° "8^°"^'^ ^o^"^'/ for a real " 

Trr^rA- .^\^^r'^ organizing people to take control of their ow/lives." This 
according to the inclinations professed by the founders « ^iiv«. mis^ 

Mexican Americans are "formulating their present problems as city eweners 
r",T.r„'^ "^^re of their requests for foundation support. Dr Ernest 

Americans" sme"?""'" ' '"^^^"'^ ^"'^^ .°" W*''^' ■ 

- The most- arresting "characteristic of fli'esl rec/uVs,' in->o far as 'they are ' 
■ formulations of need, is that they identify isolafed-^ptoms rather than 
syndromes. In a curious way, therefore, the "activists" and "leaders" -of a' > 
Mexican-American community fall into the mental processes of the grantsmen 
of the official establishments. Both subscribe to the concept of "tareet 
community. On closer examination this does' not turn out to be a . 
community at all, rather parncular^ pieces of it, isolated for t'he / 
administrative conveniences of those who approve pubRc grants.. This 
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individualistic and highly subjective approach to grantsmanship fits remarkably 
well the political interests of establishe^^wer.^ 

This results in "continuous co-optation and competitive hiring away^of talent." 
In addition to the loss of talent, it creates "remarkable metamorphoses in the very 
'leaders' who initiated their rise on the aest .of some publicly funded program. 
They become positive spokesmen and apologists for established power. Their 
decreasing influence on the minority community is coricealed by the heightened < 
status, of their puStic roles and the attention that the press pays them." Galarza 
points out I 

... the paradox of much that is happening to communfly organization among 
Mexican-Americans. The more the federal government spends on it, the deeper 
the loss of meaning in^everyday life Tor the clients. Thq "taPgef* strategy of 
community assistance ends by destrx)ying form completely.* * 



Galarza actively applies this analysis by examining the progressive.destructipn, over 
the past two decades, of Mexican barrios through the ''Leviathan of progress." 

The barrios _ 

represented a form of community life peculiar to Mexicanj-and unique in the 
nation. Life in these barrios, rural and urban, w^ harsh, its prospects bleak, ^ 
Jts inner conflicts intense and highly personalKBut they .-were 5^11 com- 
munities ' ' ' ■ 

Many of those barrios have been destroyed, physically ,'WriVq£ia1ly, culturally 
and morally. Those that survive are precisely Ibcated wh^e the "target" 
strategy is most intense. It is as if demolition squads were no\f at work^aftera 
hurricane, completing with grants and enticements ^j; co-optation the 
'extinction^of form and significance'in everyday life.* 

«» 

This destruction is accomplished by distributing income "among selected sectors 
of a minority," ignoring the consequences of providing ''handsomely fof admin* 
istrative salaries and titde^^for supportive action." Galarza-continues: 

The forces propelling th6 attack are irfstitutional. They have been_gathering 

,for decades Not a little of their prd^nt efficacy lies in the many ways in 

which historically the minorities . . ! hive been softened and readied for ♦ 
ultimate sublimation into a larger society which isr itself losing form. 

In the spedfic case of the Mexican-American minority it would be of the - 
greatest importance to find out whetlier in it there are individuals v<4j<r4.re 
aware -of this process, of whiCh they are sybjects. On the part of private j 
phi^anthropists the. search should be for individuals who have, in one way or 
anothef, come by this awareness and whose proposals for cogim unity 
* assistance reflect it,**^ ^ ^ ' ' 

Private ? ^la r>thropv perhaps should consider other models. Galarza mentions an 
alternative concept-- "grants for team profetts'' - and describes two such projects^ 
' financed by John Hay Whitney Foundation in Santa *Clara County, California. One 
supported the initiation of "the .organization of the Studio-Laboratory for Spanish 
learning materi^als for elementary grades in the city of San Jose"; the other was 
made to "assist the small community^of Alviso, the target of an annexationist 
attempt that aimed to obliterate a Mexican barrio."^^^ 
""/Although noting, "It is much too soon to assess how team grants are working 
' A out," Galarza does identify the elements which distinguish" them from the prevailing 
^model of government funding: ^ ^ 
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They dkcard the a'ccepted " idea of minority leaders. They demand com- 

ca'S LnTnd''' '''''"r':: '''' hard cSoiceron 

capable meji and women who have prospects of careering themselves into the 

• W' ■ ■ ■ ''''' "° for'stars anTno t 



The_ teams, theoretically conceived and to some extent tested; alresav take ' 
Sf 'S'nfthrHi?r^ Mexican-American communTt'y' i'rt 

h?v exD e« T^4,J^S-^"' of;.nterest and the divisions of commitment 
t5 n K u • ^" that participants, as they grow 

in number, brmg to team action a conviction that those goals must be reaK 
^ • for reasons vital to them as groups.' ^ ' ^ • ^ "° 

The role of foundations in supporting such a model is next examined Galarza 

^£lfTSaJ:'T ^"^^'^"'"8 personal valu« and 

-^interests or the donors. He realistically qibserves that 

• fsiSt^d^^Mn m'."' °" i'^' manifestations of social disruption such 

' ^lex'can-AmecMSn, communities are probably not the best 

-emfc^-^.th disposable capidfeut if they pick up one s ?and of the mesh 
br re ationships that is unraveling in a community, they soon find Tat 

rounT Trnrir' <?^"^ continuing' c^Sifment a 

.n^ frl^.l • cznytm.the effort forward in the community 

and from^ those whose funds make, th^t effort possible.'" 

""Salarza condades witfi this statement; 



2l h,l? J 'nvolvement for the community and for the foundations 
will have to-be reassessed with equal thoroughness. It is not likely that manv 
foundations would abandon their present patterns of giving in the direSi!^ 
• dlln&- '''I '''''''' that a newfmodeMs uintlj 

A different 'ethnic viewpoint on 'the foundation role in- bringing about 
institutional change is expressed by James M. Dyer, executive assisS Carneg^ 
Corporation, in his review of Nielsen'_s The Big foundations. ^ . 

From a black perspective. Dyer disagrees with Nielsen's assertion that foundation.; ' 
- -can ,ust.<y their privileged status only by working for major socieGlSnge " 

The logicx)f his- argument leads one to conclude that only chanee-oriented 

rXl^ °' ''-"^ ■ ^"'^ '° '^'"°^'^y ^o.ps al part of society 
and th^t other social, and cu tural maintenance programs are essentially not 
worth Ca rying on This implies there is no meaningful role for blacks h th° 
societal structure for maintaining its institutions.'^" 

a ^"inr^'r^w""-' t"''-" ""^ foun'dations will be permitted' 

a major reformist function (as in the case of foundation support foV school 
. decentralization in New" York, which produced a 'legislaS 1£ W ' 
foundations"). At the'same time. Dyer stresses -the positive role foundations migh 
play m preserving and projecting for non-white Americans an ar^ within pSe 
control where activities can be carried on for the public good.""^ 
" v ^ • 

Institutional Change-Oriented Projects' as Perceived by , ' 

Foundation Spokesmen - . . 

„,r?MpT*?!r^'i'o^o"'^^-°^ foundation involvement in- institutional change com- 
. parable to -the 1969 survey made by the Peterson COmmissipa has been made stn« 
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that d^te. The l%SL^ufyty, covering 1966vl968 data, concluded that foundations had 
. ^..made only nfinimal contributions to change-oriented projects, since most of 
^li^em^'pend mo9t of their funds on conventional projects.) 

In this section of i^e. report we draw, mainly, upon the rather limited statements ^ 
made by fotindation spokesnlen.. We sought to identify different concepts or' 
tonceptual schemes that may be utilized in subsequent research. We wilt also^ 
summarize the findings of an analysis of grants. made by foundations in the field of 
politics and government by Archibald Gillies, president of the John Hay Whitney 
Foundation. 

I Donald Young offers a concej^tual framework based on the ideology and Values 
associated with foundations. A foundation may be conceived of as one of the 
following: 

A powerful force for maintaining a status quo favoring an advantaged and 
^ wealthy "establishment." .v^ . 

A fojce for economic and social change. in sympathy with radical, left-wing 
ideologies. " ^> ^ 

/ A somewhat randomly unsettling influence on the "American way of life" 
becausp of innovating research and experimental projects intended to find new 
/ ways of resolving social problems.* 



/ 



Nielsen, in his assessment of the extent to which foundations contribute to social 
change, ^otes John Gardner's classic defense of foundations, given as Gardner was 
leaving'the Carnegie Corporation in 1964: 

The modern foundation . . . [is] designed to make money go a[long way in 
the service of creativity and* constructive change. It is one.^of th§ few ^ 
institutions in our society that can keep itself free to act quickly and flexibly 
in support, of the talented, individual or the institution that wishes to 

- undertake an experimental program It is not only an el^oojt in our 

pluralism; by supporting a wide variety of creative individuals it contributes to 
arY even greater and more fruitful pluralism. . . •/ 

riielsen also quotes the core of the Carnegie Corporation's 1968 r'eport, given by 
'Alan Pifer, Gardner's successor, «s follows: 

If there is an evident lesson to be learned from the turbulence of the times in 
which we live, it is that the nation has no higher requirement today than a 
flexible capacity for rapid change* in its social institutions . v . ^ ^ 

But there is impressive evidence, of various kinds which contradicts these 
,,_a5sessments and which suggests that the large foundations - their theoretical 
usefulness as crjeative forces and as change agents notwithstanding - are in 
fact overwhelmingly passive, coriservative, and anchored to the status quo. 
They afe agents of continuity, not of change/^'' 

«> 

On another level, the Third World Fund of San Francisco, 3 minority-controlled 
foundation, is committed to financing institutional change-oriented projects. As the 
director, Ida Strichland, recently stated, "I strongly believe there is still money 
available for social change and peopfe willing to work for it."^^^ j^e foundation 
secures its funds from indivi(^al donors and makes grants for controversial projects 
to groupswhich have organizational and leadership abilities or potential, but \yhi^h , 
have not established a "track record'* enabling them to get money from more tradi- 
tional foundations. Its resources are modest. During the past two years, the Third 
World Fund supported TOS, projects with a total of $282,000'.^^^ > 

Types of protects funded are indicated by the following: 
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S"for'tl,PmLlw« 'T-f^ 'a- ^'"Ph^V''" ''^""^^ third world communities to 
speak for themselves ... by funding more free forums where people can meet with 
experts on an issue," according to its director.' 3°. , 

Yor'k"l'ecentlv Tttd'h l comparatively large Carnegie Corporation of New 

g^?oVrs5LSlows"''" °" '""^ change. The 

By what right does a private organization not directly answerable to the 
peope at large undertake to -improve the lot of some people within the 
ZZW r^'. possible expense of others? ... In sum, there'should be no 
irsodef; -'°3'^°'' °" foundations can help produce "a fairer and more 

/he Ford Foundation, by far the largest, granted almost $196 million ifr4973 
accounting for 8.3 percent of grants made by all U.S. foundations ' ■ 

Nielsen describes the report of a study of The Ford Foundation's objectives as 
. . . the finest statement of the case for modern creative philanthropy yet 
produced . . . It began with the prejnise that the most important problems of 
contemporary life lay in man's relation to man, not his relation to nature.' ^ 3 

The report urged that theVoundation give priority to five areas: ^ 

irthe problem of world peace - including the strengthening of the United 
Nations and its associated international agencies; 

• frJj f°i''^'"u °f democracy - including the elimination of restrictions on 
freedom of thought and other civH rights; the maintenance of democratic control 
over concentrations of-.p.uMic ancl private powers and the improvemem S the 
political processes through which public officers are^chosen and policies determined; 

3) problems of the economy - including the achievement of high and stable 

«T^rror-v' ^""'-"'y °^ opportunity for all citizens; more 

bl^^^7j!o^'"'T^"T^- ^"'^ ^^^'""^^"t that balTnce 

between freedom and control in our economic life which will most effectively serve 
the well-being of our entire society"; 

P^o'f/e/^s of education - including the clarification of educational goals 
,4nd the evaluation of current educational practices; the reduction of economic 
religious, and racial barriers to equality of eductional opportunity; and the more 
effective use of the mass media for nonacademic education of citizens of all ages; 

°f - '"eluding his values, motivations) and-' 
rtialadiustments; and the greater use of such knowledge .in every aspect of 
democratic life. (Emphasis a^ded.]' 3." • - x "spcoi or 

The report was unanimously endorsed by the foundation's board of trustees 
^rZ^l TJ'u"^^ '^^l^^f "'""it^tionaUhange" or "social change." the kinds of 
inTtuSonai change. '''"^'"T '° 
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A great deal of material bas been published by and about The Ford Foundation. 
Some of the proposal^ it has financed have been controversial. Data presented in 
Chapter II showed a relatively substantial involvement of the Ford Foundation in 
funding minority-controlled projects. In its 24 years of existence it has had, in the 
words of Nielsen, "triumphs as well as conspicuous failures. It has careened from 
bold attack to indecisive floundering, from conservatism to activism."* We cannot ^ 
encompass the work of this foundation here, but we may note its many significant 
contributions in the area of institutional change, studies of governmental policies 
and practices, work with ethnic minority-oriented populations and other disadvan- 
taged groups, and, more recently, its work with "that 51 percent" (women). 
Because of its size, its willingness to .make controversial grants, and its efforts to 
report its policies and activities, it has-been highly visible to both its supporters and 
its^ctractors. ' ' ^ 

A rapidly growing community trust, the San Francisco Foundation, "recently / 
initiated a series of lunchtime meetings with people prominent \q the arts, 
education, health care delivery, environmental problems. and civic Concerns" in order 
to consider issues and ways the group can help. In the words of the executive 
director, Martfi^ Paley: ^ 

It^ is hoped the meetings will prove their worth in helping staff propose 
policies more responsive to today's ferment of social and political change, -as 
well as broadening the background against which the Distribution Committee 
must reach its decisions.* 

■«t . ■ 

Archibald L. GillieS, president of the John Hay Whitney Foundation, contributes 
a thoughtful up-to-date analysis and commentary on foundations' response to 
critical public issues in the "Open Forum" section of the Foundation News. Gillies 
raises questions he believes foundations should answer: 

Do philanthropic foundations address themselves to the way in which major 
political, and economic institutions in the United States are arranged; ' "j^ 

Do we question whether xhese systems. encourage or suppress the^people in 
the^^ise of tl\eir individual rights, of their community resporjsibilities and^ 
of tSUersal human values? 

How are foundations deialihg With such fundamental qil^s|ioris of structure? 
Are we living up to the label of "forward-looking and innovative?"*^'' 

The Governmental View of Foundations' Role in Institutional Change 

On this important issue our«search of the literature revealed virtually nothing 
of substance from elected or appointed gfficiats. The thrust of congressional 
investigation and debate has been on real ar^innagined abuses* of tax privileges by 
some foundations, and on legislation that will correcWthe situation. Rather than 
en)ulating the few foundation ventures designed to correct institutional abuses and 
dysfunctions, • Congress has generally reacted with timidity or ^hostility to such 
approaches. , ^ ^ ^ 7?^ ^""j 

A rare exception is the speech made by Senator Vance/Hartke of Indiana to a 
tax conference in the late winter of 1974. Senato^r Hartke, chairman of the Senate 
Finance Committee's Subcommittee on Foundations, said foundations "should 
emphasize the innovative and creative," suggesting some tasks that foundations 
njight undertake. ^ 

We need to develop a national growth policy ... to assess the 'impact of 
technology on our society... to develop new insights into the relationship 
^ „between the United States and the rest of the world. Foundations must 



• ?n?^"'l^ undercurrents of change which are running through our society 
and make grants which may help to influence social change.'^' 

Other Views of Foundation Participation in Jnstitutiora! Change 

The case for and, against foundation involvement in "social activism" was 
KmhPr 1Q70 "°"P'^^'^" educational forum, The Ameifcan Assembly, at its 
November. 1972 conferences at Arden House, Harriman; New York. lohn Simon 

Sr'Sd t '-^^ ^"'^ P^"''^^"^ Taconic FounSon,' 

c°"u ^'i^''"^- Foundation has, financed vote 

education projects in the South and other activist projects. 

• The case against social attivism was presented by Jeffrey Hart professor of 
English at Dartmouth College, and an editor of the National Review 

,„niirr\'" ''''''°P'"i'''' P°''^'°"'.'"^" ^^^^ '5 impossible for a foundation to 
mZJ ThTn^ '^^-u^'"^ '"'^'"'^ °^ when it distributes 

money. The question becomes- one of ways and means of participatfng' in 
controversy or social 'change" - e.g., direct or indirect, explicit or unSed 
mTnHn -^'hi- P^JP-O^fdlV ."neutral." He selected the issue of foundation involve- 
ment in 'public affairs" as. a way of examining the matters of ways and means. 

For purposes of this paper 1. will define the "public affairs" activities of 
foundations as thdse activities which seek to %tudy, criticize, inform people 
about and modify the actions of the executive, legislative, and judicial 
branches of government at all levels. . . . They therefore include activities now 
permitted to foundations and some that are not. In short, the term "piifelic 
affairs embraces that -broad range of activities that the House Ways and 
Means Committee, in May 1969, tentatively proposed to place off limits to 
foundations: any activities intended ... to influence the decision of any 
government body . . ."'s' ' 

Simon applies his definition to the hypothetical support by a foundation of 
tTr mT- ^° ^™&-^bout better government performance in the environ- 
menu! field, listing the following specific activities: 

„ 1., Conducting research which yields general conclusions about the necessity for 
certain improvements in government programs ... , 

2 Conducting demonstration projecU ... to explore ways of improvipg^povern- 
mental performance in this field. >>6-«i^.6iii. 

3. Engaging in newspaper and television advertising which demonstrates, with, 
dramatic photos and slogans, the need to avert the approaching cataclysm (but 
which does not mention governmental action). 

4 Engaging in newspaper and television advertising urging the voting public to 
consider tKe environmental credentials" of all candidates for public office (but not 
mentioning any particular candidates or contest). . . " , ^ . 

5. Running a' program to educate citizens about their rights to register and vote 
and to encourage them to register and vote (and mentioning the environmental crisis 
as a reason for electoral participation). 

6. Lobbying for changes in environmentaf control legislation by communicating 
with legislators and starting ''grass roots'* letter-writing campaigns. , . 

7. Publi^ing analyses of the adequacy of current environmental legislation 
O r with recommendations for new laws. i " . > 
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8. Monitoring and publicly criticizing the \york of the executive branch in 
enforcing existing laws. ^ . * . ^ 

9. Organizing (lawful) picketing clnd demonstrations to call upon the executive 
branch to enforce existing laws. 

10 Initiating litigation (on behalf of a variety of environmental groups) to compel 
compliance with existing environmental laws on the part of governmental agencies 
charged with enforcement.*"*^ ^ 

. He notes that "existing statutory, judicial, and administrative precedents do nbt 
prohib.it items 1, 2, 3, 4, 8, and 9" and that, within certain restraints^placed on 
them by the Internal Revenue Service, items 6, 7, andt 10 could be pursued^ at least 
by some foundations meeting IRS requirements. Simon adds: 

The question before us is whether any of these activities - always assuming 
that they' are undertaken in furtherance of a foundation's chartered purposes^ 
- ought to be out of bounds, prohibited either by law or by self-imposed 
restrictions.*** 

Simon examines four categories of arguments that are advanced to Jimit the role 
of foundations in public affairs: 

Definitional arguments (relating to the etymological and historical "meaning" 
of charity); effectiveness arguments (relating to the utility and social impact 
of foundation work in public affairs); normative arguments (relating to the 
fairness and the democratic quality of foundation public affairs activity); and 
a prudential argument (relating to the possibility of reprisals against founda- • 
tions as a result of their "politicization*').*"*^ 

The definitional argument applies to all philanthrgpic organizations, not just to 
foundations. It notes that the word "charity," which is derived from the Latin 
"caritas," "implies a giving and supportive role, not legislative, litigatrve, and other 
formy of adversarial combat.*'**^ ^ 

Simon contends that this argument fails to distinguish between means and ends. 
He next turns to the effectiveness argument, which he breaks down into the 
"argumept-of nonnecessity" and the "divisiveness argument," In refuting the 
.first, Simon cjtes the evidence of such urban problems as high unemployment 
among black youih, violent C{;ime, deteriorating housing, the serious fiscal condition 
of urban schools, anrong other^s, as indication? that particularly in the "inner-cen- 
tral-city" and the "larger-older-suburb," many residents do not share in the 
comfortable* life. , 

• The divisiveness argument maintains "not that the foundations' involvement m 
public affairs controversy is unnecessary, but tha^t it excessively polarizes and divides 
the country and te^nds to pave the way for totalitarianism." SJmon cites Daniel 
Patrick Moynihan as a spokesman for this point of view i^n contending that 
foundations will be playing a deadly game unless they are "even-handed in the 
political consequences of these activities, seeking neither to advance nor impede any 
cause< save that of understanding and competence."**^ Simon comments: , 

I think I understand his fear of the consequences that may be brought about 
by mindlessly provacative confrontation tactics, social change by shdck 
tre^itment, the irresponsible narcissism of those who do not hiive to live with 
the racial or class warfare that ensufes. I believe foundations have rarely 
supported lhat kind of activity, however, and Mr. Moynihan 's book. Maximum 
Feasible Misuoderstanding^ does not convince me that any of the foundations 
are guilty.**^ 
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Normative arguments, the third category described and analyzed by SImdn/ \ 
. . . tell us that it is not right for foundations to engage In public affairs 
activities, for in so doing they offend against ,(1) a concept of fair play as 

^irin.-r'^ P'''^ ^^^^^-^^^ ^^''^^^ (^^e ^^unfalr co^npetition 
argument ) and (2) a concept that It Is undemocratic for '*non-accountable" 
institutions to use public" funds to affect the outcome of governmental 
, decisions (the shadow government argument").*'*'' 

The unfair competition argument says: 

This contention, which applies to fotlindations and all other charitable 
organizations enjoying the right to receive deductible contributions, reflects a 
Mjrquis of Queensbury approach. It 1^ not fair, we are told, for a charitable 
bC^dy to advance positions on any side of a public affalFs controversy, for its 
abHity to us.e pre-tax" dollars (dollars on which the donor received a tax 
deduction and on which the recipient organization pays nd income tax) gives 
It an unfair advantage over other public affairs advocates who must use ^ 
• auer-tax dollars (dollars to which the privileges 'of* deductibilifty and 
exemption have not attached). The argument has a very slender basis in fact. 

Simon cites- the tax exemptions of labor unions and veterans's organizations also 
^ business organizations when such e^epenses are related to their business needs.^^s . 

• The fourth and last category dealt with is labeled the "prudential argument " 
Simon states: ^ ^ 

The distinction between this argument and the othV arguments we have 
considered - t,he fact that the prudential objection js wholly expedient and 
does not purport to invoke questions of principle - becbmes clearer if we 
consider the position of Robert Paul Wolff, a Columbia/professor who is a 
self'proclaif|id radical." Considerfng the questions of whether universities 
ought to remain "neutral" on political questions. Professor Wolff contends 
that neutrality is impossible tjecause of the university's deep involvement In 
the surrounding economic and cultufj^j^^. . .^"^ ^ 



^ Simon observes that a "similar point is macle with respect to foundations and 
their non-neutral' (or, in Professor Moynihan's term, non ^even-handed') involve- 
ment in public cont^versies." He examines the kind of activities that aroused 
congressiona displeasure and concludes" that "the objects of Congressional ire were 
not the public affairs' ac|jK|ties under discussion here."*^^ 

From a different perspective, Jeffrey Hart -criticizes the foundations' participation 
in social activism by analyzing the issue within the context d the "populist appeal" 
made in 197^y "politicians of diverse views."^ough m/nifest in different ways 
Haft states: * 

The common denominator in all of this was the feeling on the part of the 
ordinary American that he was being put upon by one or another feature of 
the system - that vested interests, government agencies, the Supreme Coi/rt 
^ ^^-|he rich, or the tax^structur^ Were impinglpg^upoft his life-irt a malign way? t . - 
and that he^ ^iimself, qould do little about it. (This teeling' represents a 
^ traditional Arnerican] appeal to the privilege," recognizable in jacksonian 
democfracy or in the movement that followed William Jennings Bryan. . . ^ ^ 

u ^'"'^^'^ describing some of the concerns expressed by congressmen duriri'g 

the 19(9 hearings on the Tax Reform Act, considers the "gut issue" to have been 

the role Qf thejarger foundation^ as a^kind of shadow government, disposing of /^^ 
substantial polrtical and social power; and using that power in ways that are in fact 7 
higMy qaestiohable." Hart repeats the argument advanced by Treasury spo'kesmen 
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and some legislators, that foundations are not responsible to an electorate and are 
using ''public money" to finance their activities because of their tax-6xempt 
status.**^ , < * 

A ''sharp change" is detected by Hart in theliature of projects supported by 
large foundations: 

^ ... once again, as in the days "of the robber barrons, Ford and Rockefeller 
were in a fair way of becoming hated names in the land, for the great 
foundations began to involve themselves aggressively in political activities, 
brioging their vast resources to bear in ways that pit one group against 
another. "In the \}S,,'\^^Fortune noted approvingly, "the foundations have 
developed into a powerful force for social change andTiuman betterment - a 
third force, as it were, independent of business and government." A "third 

^ force" indeed!* The country has made up its mind, as above, about the , 
legitimate activities of labor unions, veterans' groups and businesses - but it is 
only beginning to consider the role of the tax^Kempt foundation.* 

Hart does_jioI_ equate social change with human betterment, since "The fall of 
Troy, after all, was 'social change' ... In the American context, one majn's desirable 
social change may be another man's ruined neighborhood, or disrupted way of life, 
or lost^j^ection." Hart then/cites seven Ford Foundation grants that reflect a 
'^conspicuous form of irresponsible power." 

1. The Congress of Racial Equality's voter registration drive in Cleveland in 
1967; _ - _^ 

2. The "various school decentralization experiments in New York City'* in 1969;^ 

3. Support of "open housing in the suburbs"; 

4. The Center for Community Change in Washington, D.C.; 

5. ;'. . . a variety of extremist groups, who regardless of their impact on the 
community, were *funddd." Hart's examples include the Mexican American Youth 
Organization, the Mexican American Legal Defense Fund, the Universidad de los 
Barrios, and '*a variety of black extremist groups." / 

6. The National Student Association, "a tightly controlled and self-perpetuating 
left pressure group about which few students were aware." 

7. Grants to "eight former aides of Senator Robert F. Kennedy" which the 
foundation described 4s educational grants and Hart alleges were "severance pay for 
benignly regarded political functionaries."**^ 

Hart attributes much of the foundations' politically and socially activist role to 
"the rhetoric of ethnic suffering, as orchestrated by James Baldwin, Malcolm X and 
, others, which has filtered into the .mass media ..." In Hart's opinion, "the 
conventional rhetoric of crisis is r^ot at all part jpf the solution, but a principle 
' source of the problem, for it perpetuates a veritable reign of error."* ' *^ 
The solutFon, according to Hart, is "that the foundations concern ,themselves 
with activities that will be perceived as beneficient by all segments of the national 
community." Most of all Hart would like foundations to support "the creation of 
beauty," which, in his opinion, "like knowledge, is not divisive." He adds,'^"it is a 
disinterested value."* (Hart does not indicate how he Wbuld classify social protest 
art.) . , * 

Other\views on institutional change were presented at the Anglo-American 
^) ''inference on the Role of Philanthropy in the 1970s held in Ditchley Park, 
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England, in the spring of 1972. * 

The American members expressed deep concern with the issue which was 
formulated at the conference as a dichotomy, '^charitable vs. social, or political 
action." Their view is reflected in the summary of "some of the conclusions reached 
... on likely developments in the field of charity over the next decade.'\ 

American participants suggested that the future of philanthropy will d^end, 
first, upon whether philanthropic action justified itself by making a signifiLnt 
contribution to the resolution of major social problems, and that this in turn 
would hang upon whether philanthropic bodies became involved in contro- 
versial public issues. The mood of the America*) society, the conference 
members were told, is to broaden the participation of the young, the blacks 
and other minority groups in decision-making. The question to be answered is 
whetfier givers - individuals, the corporations and particularly the foundations 
- will use their resources to find ways to encourage this involvement. 

, Second, it was said that the future of philanthropy WitN^end upon who 
controls it and what kind of accountability will be demanded^ bodies which 
are financed by tax-deduCtible giving and other fiscal concessions. 

Third, the role of philanthropy will depend on the attitude of governments 
towards it. If American gpvernments continue to expand their own part in the 
provision of public social services, \vhat freedom will they allow to philan- 
thropy to influence social change? Is the United States becoming a society in 
which decisions as to the public interest will be more and more confined to 
elected^ representatives? 

Fourth, it was asserted that the ability of philanthropy to meet apparent and 
emerging needs rests on the adequacy of the flow of philanthropi& funds . . . 
, One speaker suggested "that America had experienced much social change 
during an era of affluence (1945-70); he predicted "seven lean years" ahead 
and suggested that the role of philanthropy may be quite different in such a 
period. 

Fifth, maintaining a satisfactory flow of philanthropic funds will depend on 
charities' achieving a balance between support for, traditionaf objects of 
philanthropy and financing new developments which are not yet sufficiently , 
understood to attract wide public sympathy.*^' . * 

A British spokesman, Harry V. Hodson, head of a public affairs consulting firm 
and formerly editor of the Sunday Times (London), noted that "another social 
phenomenon which we count upon persisting through the 1970s is' minority 
unrest," giving examples from both the United States and the British Isles. He 
observes: 

In facing this phenomenon the task of philanthropy is more invidious and 
delicate. Of its-nature it helps and champions the disadvantaged,. but also it 
expresses the will of the present adv'antaged to ameliorate society, not to 
overturn it If philanthropy were monolithic,Jts dilemma^ would be acute. 
Fortunately it is far from that . . . Some phiianthropic people and institutions . 
will choose the defensive, others the offensive path.^^^ 

John^j. Corson, executive of ^n American management consulting firm,, formerly 
professor of public international affairs at Princeton University and chairman of the 
Urban Coalition, reported the discussion on the topic, of "Facilitating Social 
Advance" from an American perspective. In answer to the question, "Will private 
philanthropy be large enough, during the 1970s to make a difference?" It was noted 
^''-^"'-e sparse empirical evidence that exists suggests that' 
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... at least 90 percfent of ail philanthropic dollars goes to the maintenance of 
existing institutions - the churches, hospitals, colleges and universities, the 
libraries, museums, art galleries and symphony orchestras, the homes for the 
• aged angi many others. 

Corson's report continues: - / 

The majority of these institutions meet significant human needs, and the 
public interest justified their "maintenance." Some have become obsolete or 
redundant and should be allowed to die. Most are subject to the criticism*of 
not being sufficiently concerned with building a more just and equitable 
society. Hence, the large proportion of available philanthropic funds which 
goes to their support leaves too few dollars free for pioneering, for promoting 
social change and for providing leadership. 

This critical 'fact, the conferees agreed, is a central argument for the existence 
and nurturing of foundations.'^^ 

Similar conclusions were reached by the j'eterson Commission. Its report raises 
the question ' . v 

^. . of whether social change m our day will be a product of the bWm^^^tSy^yf 
accident and force or whether it will result from rational reflection ana 
' deliberate choice ... In an era of unprecedented technological innovations, \^ 
social innovation lags seriously. ' ^ 

» 

, The commission's analysis recalls that advanced by Vernon Jordan, executive 
direC|Qr of the National ^rban League, emphasizing the need for diversity of 
sponsoi^ip of orderly social change in our pluralistic society.^^' 

The report by Ylvisaker and Mavity, previously noted, is germane to the question 
of foundation involvement in institutional' change. Their concept Of "public affairs" 
embraces both institutional change and the structure and behavior of governmental 
entities, and includes four component purposes, as follows: « 
f 

First: to improve the processes and the competence of governm^rtt. 

Second: to help define and clarify issues for public consideration and govern- 
mental action. ^ ' .-rx- 
Third: to help ensure the rights and equal participation in government and 
'Society of all members of the public, 

Fourth: to improve the responsiveness of the private sector to public needs.^^^ 

• > 
A subcategory of the first goal is "the 'watch-dog' function - private monitoring 
of governmental performance,*' such as "monitoring the effects of revenue sharing 
on the poor a^d minorities." Two foundations, Edna McConnell Clark and the 
Rockefeller BroThers Fund, have mide grants for this work to the League of. Women 
Voters Fund, the National Urban Coalition, Center for Community Change, and 
Center Jor National Policy Review.'^^ All but the last of these four groups have 

^members of ethnic minorities on the[r boards. , 
,* "Monitoring delivery of Social "services and administration of justice in the 
South" is another subcategory of the watch-dog function. The Southern Regional 
Councif, an interracial orgclnization, is currently the recipient of grants ffom three 
foundations: Carnegie Corporation, Field Foundation, and Ford Foundatyon.^'^"* 
.The second major goal includes two subcategories in which foundations have 

*been significantly involved, "research and publication" and "demonstration." 
^ Examples of foundation support of research are numerous and include both 
organizational and individual efforts. One study of particular relevance to minorky 
rnncerns (as well as to podr populations) is the task force on Hunger 
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supporte^^by the Field Foundation. Foundation grants also helped to support the 
Commission on Private Philanthropy and Public Needs and the work of the Peterson 
Commission.^ 

Demonstrations whrch offer "new approaches to a solution of public problems," 
which got all or some of ^heir financing from foundationj, include such projects as 
the "Harlem Street Academies," Newark's "Call to' Learning,'* the Ford Foundation 
gray areas" program of the 1960s, and a test of self-help^housing in Indian- 
apolis.^* 

The third major goal corrsUts of five subcategories related to minorifv popula- 
tions. - ^ 

1 . Research, publication, and public education includes foundation support of 

. .I>studies, surveys, conferences, and publications on human rights and human 
relations by such national organizations as ACLU, NAACP, the National 
Urban League, the Center for Urban Ethnic Affairs, the National Committee 
Against Discriniination in Housing, and, in the South, by the Southern 
' Regional Council ... at the local level, chapters of national organizations and 
hundreds of local committees and councils carry on the incessant struggle for 
the rights of racial and ethnic minorities, consumers, children, prisoners, 
welfare recipients, the mentally ill, the elderly. ^ 

The Ford Foundation's support of the ^Zenter for Civil Rights at 'the Notre Qarii£_X\ 
Law School is one example of private' support of research programs ji^nd special 
institutes in universities.*^'' 

2. Special educational opportunity for the disadvantaged embraces programs, for 
all^age levels from pre-school to-«raduate education. Foundations of all sizes have 
made contributions in this area. Ylvisaker and Mavity report that in. the past decade 
748 foundations have given at least $179 million to black colleges, universities, and 
professional schools. In addition, the United Negro College Fund, which receives 
foundatiortf corporate, and individual contributions, distributes about $11 million 
annually to its participating members.*** 

Among educational institutions for native Americans, the Navajo Cdmmunity 
College in Arizona received money from the Ford, Mellon, and W^atherhead- 
. Foundations. . ^ ^ ^ ' / . . 

Other foundation efforts include Rockefeller Foundation grants, since 1964, for 
increasing minority enrollment in predominantly white colleges' and universities, the 
Danforth Foundation's grant to xhe Southern Association of Schools and Colleges to 
upgrade predominantly black colleges, and the cooperative effort of a number of 
foundations, the r^AACP Legal Defense Fund, and the Law Students Civil Rights 
and Research Council to recruit*and support black Taw student^fqr predominantly 
white law schools in the South. (By June 1973 this program had hel|5ed U9 law 
schpol graduates and had wf^ived support from 21 foundations and 15,000 
individuals.)**^ / 

3. (Community organization, development and service. Ylvisaker and Mavity 
observe tljat/^there is scarcely a foundation ... in an urban area that has .not. 
contributed to some forrii of community development or service activity.'* Examples 
are Jhe National Centerifcr Community Change and Chicago's Woodlawn Organiza- 
tion, minority economic development enterprises incJuding the national network of 
Opportunities Industrialization Centers and New Vork City's interracial Committee 
for Business Opportunity, .and organizations involved in constructing and managing 

* nonprofit housing for low^income families (prior to the moratorium on federal - 
. housing subsidies) such as the national Monprofit Housing Center and North 
, Arolina's.Low^lniome Housing "^nd Development Corporation. 

• ERIC ^ ' • 
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The b^st known of the many community , development corporations orgafiize^ 
during the Wai< on Poverty is New^ Y^rk^Bedford-Stu^^ant Restoration CoiVfjfa^ 
tlon. These ^CDCs often got their i^ft with foundation seed money, and then 
continuing support from governmentahsources.*''^ 
; • 

4. Voter registration projects. These, were noncontroversial when conducted as a 
f\onpartisah effort by s.uch organizations as the League of Women Voters and the 
American Heritage Foundation. They became controversiaMn the 1960s when they 
focused on registering ethnic minorities, principally blacks and t-hose of Spanish 
heritage^rj^ho werer underrepresented in the voting population.*^* 

« 5. Public irjterest low, with a goal of ^"equal participation in society and 
governmer^t,'' Organizations working for minorit>QConc^rns> particularly In areas 
requiring governmental action^, ♦have existed for marw years. The nature of their,, 
work usually precludes tax-exempt gifts. A more redjnt trend is the creHjon of 
tax-exempt, privately supported public intere^^j)(f firms which utilize court 
procedures to challenge restrictive or discrixninatory policies and practices o?^ 
^chiefly, public agencies. Ex^ples of minerity-oriented and minority-controlled 
public interest law firrns are: NA^CP's Legal Defense and Education Fund, Puerto 
Rican Defense Fund, Mexican-American Legal Defense and Educational Fund, 
Alaskan Natives Foundatjon, and^the Native American Rights Fund. Foundations 
^ are* their major means of support,* th^se three groups in particular: the Stern Fund, 
The Ford Foundation, and the Edna McConneli Clark Foundation.*''^ 

The fourth majoh geal, "improving responsiveness of. the private sector to public 
needs," has two relevant subcategories - "college and university resources for 
^community service" and "more responsive and responsible philanthropy." 

Universities, through foundation grants, have, provided "urban'communities with 
technical assistance analogous to that supplied by the land-grant colleges in rural 
areas." Concurrently, there has been a rapid, increase in the number of urban aff^irs^ 
research and service centers, "most with some firivate supporf." University law 
schools have also sponsored neighborhood legal services.* 

Other examples include work by the Council or^ Foundations "to make 
foundation activity more responsive to public needs and 'more selective in grant 
making*'; the >\ssocial;ion of ^ Black Foundation Executives, also, "foundation 
financed, whofe mission is to provide input from the black communfty to 
foundation policy and programs"; and the Filer Commission.*''^ 
' — Ylvisaker and' Mavity explain the greater foundation responsiveness t<5 public 
affairs during,th'e 1960s as follows: 

Social protest, responding bursts oi political liberalism, sustained economic 
grpwth, and mounting threats of urban violence - all combined to ignite a 
new mood of urgency and risk-taking in American philanthropy during the 
decade ftf the '60s. Public affairs activity burgeoned,' some under duress, much 
of it a release of idealism and energy long constrainecF within corporate-^nd 
^foundatiorv1)ureaucracies.* ^ 1^ 

The authors note that, the "high w^ter mark in the tide of public affairs giving,- 
in' dollar terms, seems to have been reached in the early 1970s/' They attribute the 
recent decline to our depressed economy atid the shrinking dollar. They do not see 
•that the share of giving to public concerns is dwindling. 

Despite the oft-burned fingers .of phi^anthropists who moved closer to thf. 
social fires in the 1960$, and thejr "outcries when burned again by thte Tax 
Reform Act of 1969 and in the accompanying bonfire of public criticism, 
there seems tq be steady and even rising acceptance of the private role .in 
publia matters.*''^ 
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These scholars perceive a willingness of foundations to "contend with the 
ever-more-rugged realities and imponderables of public issues/' but also forecast the 
possibility of a more basic change, a "restlessness to move philanthropy away from 
Its traditional ties ... and bureaucratized solutions . . '^'^ - 

Ylvisaker and Mavity analyze the "logic and counterlogic of philanthropy's role 
in public affairs, as a desire to improve the process of government itself, to bring 
about greater and more varied participation and thereby affec^the power structure, 
and to illuminate public issues for action.^ ^ 

They proceed to present the logic of philanthrope participation in pubfic affairs 
They make these points: 

A. Given the values on which American society is based, it would have been - 
and still IS - almost impossible to bar philanthropy from such a role, 

B. Once in, private philanthropy has been so bknignly suffused . . . throughout 
American public affairs that, it would be impossible ...to root it out 
IGovernmental, semi-public, and private institutions] have become so Inter- 
dependent' on the flow of private givjng that they cannot, for all practical 
purposes, disengage. - '• ' 

C. More positively, both government and citizenry . . . need' the re-inforcing 
effects of a relatively independent third force. > 7 9 • 

The authors list the functior^ th^t foundations perform. ^ 
(lj Society*s catalyst,' . . . putting things and people toget}^er^ ^ 
(2) Goverrimegt's partner in a myriad of supportive non-threatening ways 
" (3) Governments "pain child": absorbing the anguish and blame that goes with 
... tryings something new when political reality rules out 'Everything t>iat's 
been tried before. . * ' o 

(4) Government and society's incubator of new ideas and processes 

(5) Government and society's "passing gear" ^ the ability to respond quickly to 
. , unexpectedly rapid social change ... 

{6} Governrpe/ft and/or society's conscience, gadfly judge, measuring rod. com- 
petitor, even "slow-it-down. " ^ . 

(7) Symbol of region, impartiality, statesmanship - the "Good Housekeepinq Seal 
of Approval."^ ^.^ 

Despite these governmental connections, a major change may now be at hand: 

^After nearly a generation during which private -philanthropy's dominant 
posture has J)een that of government's friend and society's accelerator, there's 
a noticeable shift -^even and especially among those thought "liberal" - 
toward monitoring governmental performance and drawing protective bound- 
aries around individual rights and privacy. The result may be more govern- 
mental activity (the demand for performance), it may be less (elimination of 
snooping). The driving motive is to make gover/tment at once more effective t 
and less threatening - an interesting twist that may pull the Ieft"and the right 
wings of private philanthropy toward a common groun^l.^^) 

Ylvisalcer and Mavity finally examine the "counterlogic and resisUnce to private 
philanthropy's intervention in public affairs." Their six main arguments are!^^ 

1. Private .philanthropy is a "tool of the monied interests, especially the 
too-liberal 'Eastern establishment'." 
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2. It is "inherently elitist and irresponsible, too much so to be allowed to'exert 
an influence on the process of government and the consideration qf public policy - 
or for that matter" as the tribune of the peqple and the champion of the forgotten 
and oppressed." ^ , 

3. Private philanthropy inflates public hopes and ultimately, public bi/dgets, by 
finding "new public needs. and ar<5using new demands to meet these needs." . 

'4. It is "as fallible, as inefficient, as faddist, as opinionated, as capricious and as 
unreliable as the governmeht process that it presumes to affect." 

5. It \s "wasting its potential, and hasn't really earn*ed the tax benefits that have 
been showered upon it." * , , ' ' ' ^ • . 

6. "Finally, private philanthropy - far from being a model of all that is 
righteous, reasonable and above politics, is a tax dodge with its own grubby 
self-interests and inherently incapable of serving as a nobler * symbol ... the 
prejudice, of sel^aggrandizement and preservation, and especially the approval of 

' one's peers, poweVfully affects the calculus of giving,^ven in the most scrupulous of 
philanthropists." 

^ ' ' ' ' \ 

The National Center for Urban Ethnic Affairs, Washington, D.C., is "concerned \' 

with the development of public social p<}licy thatVesDonds to the convergent issues 

facing urban racial and ethnic groups" according to its president, Msgr. Geno 

Baroni. On May 13, J 974, Msgr. Baroni addressed the Senator Subcommittee on 

Foundations, commenting on recent remarks by the subcommittee chairman, Vance 

Hartke, to the effect that "foundations must recognize the undercurrents of Change 

which are running throughout society and make grants which may help to influence 

social change^': ; • ^ 

Our good experience with the Ford Foundation has enabled us to work in 
-•more than 10 to 12 cities where working class' - heavily ethnic comrpunities • 
live next to or in changing neighborhoods with black and Spanish speaking 
groups. While some people with an elitist approach believe we must de- , 
polarize white working class groups our experience in community organiza- 
tion d£iponstrates we' must be sensitive to the realities facing different groups 
of Americans 

We have no reahneighborhood poUcy.in this country - people should be paid 
to work in their neighborhoods, to develop bridge issues and convergent issues 
between groups to stabilize neighborhoods. Housing lasts 300 to 500 years in 
some European cities, but, here a neighborhood falls apart in a generation. 
Racial and ethnic exploitation, lack of economic and tax respect for neighbor- 
hoods are the terminal cancers, wattmg to be cured, but ravaging on instead to 
kill our cities, and to increase hostilfty and isolation between different 
Americans.**"* 

In this chapter we have focused on 6ne issue relating to foundations' relevance in . 
today's society: that of Institutional change. It is our perspective that questions 
^ regarding institutional change are critical for minorities. Dynamic and innovative 
approaches^ to basic system structures are required, to diminish the handicap under 
which minorities labor. * . « 

Few empirical efforts have peet\ made to determine the opinions and perceptions 
of members of the public regarding attitudes toward foundation programs dealing 
with institutional change, though one "survey of opinion leaders" by the Peterson 
Commission .indicates more j)ublic tolerance than is perceived by foundations 
A^'^mselves. We hafve presented a wide-ranging , variety of personal comments culled 
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from diverse sources to iHusjra^te opinions of different segments of society 
rh.Z i!*T^ foundat.onsVe,more forceful than most others in pursuing social 
on ZFJl f^O""dations generally, however, appear to take a very cautious stanc 
hnfh thP ,^ -'"^ inst.tuti6nal change value. This conclusion Is based on 

lke?.tur! .'nJ'o '^'"'"T °J foundation representatives n the 

is ^ f on empirical data attempting to measure foundation change-oriented 
efforts in terms of grant numbers and dollar value. uriemea^ 

wolw ?nd"f,"!. ""t''.'^ '5^''"'".'"u*^° !^''' sained a foothold in the foundation 
Zt^uJ it t ""^'''"'^ ''^'^'"'^'^ themselves4o the issues are highly critical of the 
nrpln, foundations toward sociat- and institutional-change projects. They 
present viewpoints and offer suggestions which have received.little audience, and less 
heed .n foundation circles Though their voices appear necessarily discrete, he teno 
of •opinion IS uniformly critical. ' 

The issues are complex and opinions based on frequently opposing rationales. 
IZ^rTTT'"^ ^yP°'°S'" °^ programs Uich''focus%n change 

samnnn ■ 15 r?.". ""'^ °^ '^'"'f ' ^'"^ ' ^^'^'V comprehensive 

samp ing of the opinions, rationales, and typologies which now exist in the 

Sr^'n ' -'^ institutional change. The question has not often appeared'as a 
matter of discussion 0/ debate. It would seem, as one observer noted that "too 
ShIv"^ '"""u'- ^"'^ P^OJ^"^ that.unquestioningly accept 

mofd our socieTy' '"^ consequences of the institutions that 



PROGRAMS AND VIEWPOINTS RELATING TO MINORltlEi - 
FOUNDATION INVOLVEMENT IN POLITICAL PROCESSES ' 
HIGH-RISK PROJECTS, AND CULTURAL HOSPITALITY ' 

Foundation Involvenient in Studies or Actions Affecting Governmental Structure, ^ 
( Policies, Programs, and,Political Processes jy^^' 

Foundation support of projects designed to bring about institutional change, as 
«rL,?,rP "° r Preceding chapter, frequently involves or affects governmental 

1^ ; ' .P™g''2'"V and political processes, A .ferief summary of relevant 

documentary material, not already presented, follows. " 



Native American Corttfol of or Influence on School Boar^ * ' '] 

Richard J. Margolis, in an article published in The Foundation News in 1973 
describes pressure by native Americans "to control their own schools," beginning 
-several years ago with an experimental Navaho-controlled school in Rough Rock 
Arizona, which received a grant from the Donner F9undation and from -several 
■federal agencies. The program included teaching Navaho language and culture 

The author reports that the "experiment worked and immediately inspired the 
organizing of other Indian-controlled schools in more than a dozen states, including 

^iiTLuT Dakota"'"'^" "^""V"- °^ ^"^^^""^ '"'^ ^"^^^ reservations 

Currently two foundations, Akbar and Elliott, are giving partial support to the 
0/ '"d'an-Controlled SchooK Boards which has 32 organization members. 
hS'" n coalition seek "to gain control or influence over local public school 
boards. One successful effort to brin| about- change is described 
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On the St. Regis Mohawk reservation in New York Sta^te, . . . parents staged a 
one-day school boycott after they discovered their all-Indian public school 
lacked new books and supplies, while ^the white schools nearby had plenty of 
everything. .White, administrators mechanically denied their charges - and 
then, undetl cover of night, unjpaded seven truck loads of books and other 
educational/ materials at the \Wawk school. It was a fascinating lesson in the 
, uses of red power and white guUi.* 

Foundations making these types of grants were helping to change governmental 
structures and programs. Their grants also illustrate "cultural hospitality in grant- 
m^ing," an area we will cover in greater detail in a subsequent section. 



Public Attitudes Toward Foundation Involvement in Public Affairs ' 

One indication of the extent to which potential voters are sympathetic to 
foundation .involvement in public affairs is revealed <by a public opinion survey 
(made in November, 1972). 

The suWey, by the Gallup Organization for the Council on Foundations, 
conducted interviews with a national sample of 1,467 adults to determine the 
public*s attitudes about various aspects of foundation programs and public policy. 
We will present data showing the proportion of the interview sample that favors^ 
each of 22 types of projects. 

Each respondent was shown a list of the 22 projects and asked to select one or 
more that the respondent "would especially like foundations to support." (The 
order of listing projects was varied in order to minimize bias.) Types are listed in 
descending order according to the proportion of favorSble support.^ 



Project ' _ Percent 



RJC 



1. 


Preventing drug abuse 


68 


2. 


Hospitals, health clinics 


56 


3. 


Study of ways to help older people 


52 


4. 


Pollution control and environmental 






protection 


48 


5. 


Prevention of juvenile delinquency » 


47 


6. 


Preservation of peace 


43 


7. 


Promotion of laws to help older people 


37 


8. 


Low cost housing ^ 


33 


9. 


Studies and experiments with new health 






care plans 


32 


10. 


Changes in the prisons and criminal' 






correction system 


31 


11. 


Consumer protection agencies; such as, 






Ralph Nader's group • 


26 


12. 


United Funds, Community Chesfs and 






established chanties 


24 


13. 


Population control 


23 


14. 


Private schools and universities 


23 


15. 


Public and educational television 


22 


le. 


. Civil Rights for minority groups 


22 


17. 


Drives to get people to register to vote (but 






not for a particular party or candidate) 


22 


18. 


Churches 


21 


19, 


Promotion of laws for low cost housing 


20 


« 
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20. Symphonies, Ballet, art galleries, museums ' i f 
% 1. ^- '' * Scholarly research in history, economics, 

( ■' f social studies j7 

. . , 22. Equal rights for women " " ' \\ 

'We betieve that 1 5 of the types listed' would, of necessity, require involvement " 
with segments of the government, and/or. with influencing voter behavior, and that 
' Inm^^t'r T^''"^'"^ ^"'i"^ ^"bstantial and require institutional change of 
7 19 Td 99 ?n '^""i '° ^^Tf^'^ 1. 4, 5, ^ 7, 8, 9, 10, 1 1, 13, Is! 16, - 
• ILi?/ 22 CoHect>vely, we believe' the data indicate that public opinion^nl 
^^ITi .^T^^'f'^^ foundation role than either Congress or 

■many of the foundations themselves thinl< possible or desirable. 

The Gallup report includes these additional data: 

The analyses 'by population groups reveal many substantial differences between 
the various population groups in the sample. For example: 

1. "Pollution control and environmental protection" is favored by more if the 
younger than of the older people interviewed and also by more of those who had 
S?26%) ^ "^"^ ^''^ '"'"'^^'^ ^'^^ school (50%) and graSe 

2. "Low cost housing" was favored by many more (52%) of the non-white 
population Jhan of the white population (30%). / 

3. "Supporf for Civil Rights for minority groups" was favored bv mnre 
•^^T:^^% 27%) than Republicans (13%) and'manVmo of the non-white ' 
population (52%) than of the white population (17%). • 

4: "Preventing drug abuse" was named by large majorities of all population 

' people iSewS. ''^ °^ .^°""8er than of the older 

6. ''Study of ways to help older people" and "Promotion of laws to help older 
the slmpr'' ' """"^ °^ °^ P^OP'^ 

7 Support for ''Symphonies,, ballet, art galleries, museums" was favored by more 
6f those with larger incomes than of those with smaller incomes and by many more 
of those who had attended college than of those with les? formal education. 

8 Support for "Cbnsumer protection agencies; such as Ralph Nader's group" 
was favored by more of those who had attended college than of those who had not 
g?oups^'«'°'^ professional business people^than of those in other occupation 

Although a much larger proportion 'of non-white as compared to white* 
respondents favored "low cost housing" and "Civil Rights for minority groups," a 
significant percentage of all respondents favored these twonypes of projects (33 
percent and 22 percent)r / j . 
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.vj^<^ws of Americans Att^jjipg the Anglo-American Conference . . 

' on the Role of Philanthropy in the 1970s ^ 

. Some of the views of Americans participating in the conference held in Ditchley 
Park, England, in 1972 on the issue of ''charitable vs. social or political action" 
were presented iVthe preceding chapter. A further delirfeation of these views is 
developed in the conference report, under the heading 'influencing Public and 
Political Opinion." It states that the American members 

, , . contended that philanthropically supported agencies should be privileged 
to use their funds to speak for the disadvantaged groups whom they serve. . 
That there could be . abuses if charitable bodies were to become directly 
involved in political campaigns, or were to become effectively "front organiza- 
tions" for political viewpoints, was generally acknowledged. This, however; 
was not, believed to be adequate reason for denying charitable bodies and 
social agencies the freedom to state their views >vhen tne forum in which 
decision would be made was a* political one.* , » ^ 

Financing High-Risk Projects, Groups, or Organizations 
V With No Established Track Record 

Published material dealing .with this topic is spotty. Some references are made to 
both the opportunities and the constraints foundations experience in carrying-out 
their sometimes conflicting duties as trustees to use foundation resources prudently, 
while at the same time being responsive to new ideas and interested applicant 
organizations. i 

We shall view these issues from the perspective of four types of commentators: 
(1) scholars or professional organizations, (2) public officials, (3). minority spokes- 
men, and (4) foundation spokespersons. 



Perspective of Scholars and a Professional Organization 

. Arnold ^urcher states: 

Foundations have been urged to set aside a modest portion of their capital - 
for example five percent - for such investment (equity investments in ghetto 
areas] or to combine with other foundations to form and endow, a separate 
corporation the sole business of which would be that of providing "soft-loan" * 
or social-venture capital. # 

The proponents of this k'ind of /6undation investment point out that, by 
providing resources to establish or expand high-risk enterprises in^the ghettos 
of our cities, foundations would be complementing the grants they have made 
to train the poor, the unemployable, and minority vit-Jms of social and* 
economic discrimination. ^By making- it 'possible for them to establish a 
business or invest in one,' the foujn^tions would provide an opportunity to 
use the training which had been given Jo.them and to demonstrate its value. 
Defenders of the policy also remind foundations that, by providing "soft- 
loans" or irwestments of this sort, they are being true to their tradition of 
risk-taking. 

Also, they can affoTd to take the risk. The record of this type of investment is 
not good, ho.wever; foundations may "shy away" from it because, with tax-ex^empt 
funds, they would be competing with businesses that have no such advantage. 
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m,^J''^''^ Presented by Zurcher and Dustan in a book on foundation 

management written shortly after passSge of the.1969 Tax Reform Act" 

SfnSn'"?' frightened, by the 1969 Tax Reform act, many 
. . . foundation administrators apparently aim to create as few ripples in the social 
pond as posable in carrying ''out their programs . . . The T970s however 
would seem -to be a period of consolidation for foundations, of wa^S 
mterpret the mood of the country and the government. The suspicion fsThat 
It will^ not be a mood calculated to encourage experiment and innovation 

veJs'hpfn,S'T''Vp^^'%,''°°'' ^^"''"'^^'opic Foundations was published two 
Ke i/iL/? ' 'f^''' ' ^"'^ widespread foundation view 

of the advantage of making grants to established agencies and institutions and of 
the essent.aify knowledge-gathering purpose of foundations. He writes: 

• JiLtipr-"'1lf'^ chapters inform us that foundations, apart from some 
activities in the humanities and creative arts, have largely worked through" 
universities and col eges, research institutes, professional institutions and 
earned societies. This is wholly understandable, for in such places afe locatSd 

. iplf'inlv °^ individuals who have the training, the capacity and the 

determination to accomplish the purpose that so generally preoccupies founda- 
tions, namely, the extension of the frontiers of knowledge.' 

Seven years after this was. published, the American Association for the Advance- 
ment of Science, at Its March 1, 1974, meeting in San Francisco, expressed concern 
Sn.'^^LnXTT h "'^ discriminatory" practice of fdundatiSns and o he? 
funding agencies which adversely affect "qualified scientists" who do not meet an 
?hem't"r,;i°'f^'° T "necessar^institutional connections Sow 

a1T<; grants and fellowships." The policy-making council of 

ii. ,1?°^"^ discriminate against members of social categories 

Xe mLr'"'"'i''^^!f- "^^^-^ P^"^^"^ "lay differ from the traditional paSn oV 
wrhite males . . . ' In addition, they discriminate 

... against atypical individuals, younger professionals, minorities and women 
iXr^h"'""^ the aiready. existing effects of employment "biases and Sra- 
vating the consequences of a shrinking job market.'"* 

4 

The Association's suggested solution is: 

(1) Urge ail relevant granting 'agencies and foundations to eliminate considera- 
tion of chronological age for all categories of grants and fellowships, and 

(2) Investigate ways of creating institutional connections for qualified scien- 
SfoNN^hips.'^''^ ^""^ ""^"^"^ '° '""'^ ''""'''^ ^''P'' 

me ^ ^ 

Views of a Public Official and of a Minority Spokesman. 

Senator Vance Hartke, chairman of the Subcommittee on Foundations- of the 
Spln^ K^f" Committee, made these observations about risk taking in a 
statement before his subcommittee: • . 

There is much to be said for those grants which sustain programs un^ such 
time as hey develop enough momentum on their own. But this type of grant 
does little to make foundations essential or even desirable'to our society 
What is ^eeded IS more innovation and experimentation.'^* . 
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Hartke also said, as reported in a recent issue of Foundation News, that while 
"foundations nnay be all too prone to support 'safe' activities," diversification of 
thb^e involved in the grant^making decision will open up foundations to new 
insights and new approaches/^! 

Vernon Jordan, a spokesman for black concerns, disputed those who criticize 
foundations for being too heavily involved with organizations that have no track 
record, or are working for social changeT^ — ^ 

While they may stop short of suggesting that foundations transform theln- 
selves into conduits for Ivy League colleges, one gets the feeling they wouldn't 
be overly upset if that happened.* 



Foundation Perspectives 

The president of the John Hay Whitney 'Foundation, Archibald Gillies, examines 
recent involvennent by foundations in public issues and m support of ethnic 
minority efforts within the context of two larger questions: "Does our political* 
economic system work? And, if not, what are foundations doing about it?*' Gillies 
presents evidence fronn six currefit public issues that, in his judgment, provoked the 
questions. The first of these relates to foundation efforts to help high-risk groups 
who are caught up in overwhelming natiortal forces. 

Efforts, some supported by foundations, to build stability in small city 
communities are often overwhelmed by the ups and downs of larger forces of 
^ the national society, especially the sudden changes of business activity and 
governmental programs. Separatist groups that split off to seek their own 
insulated sense of cooperation and self-support did so, in part to ward off 
these uncertainties. Some^of these have had a measure of success,, as Nairobi 
College, in East Palo Alto, or Newark, but many have not succeeded against 
the tide and a few took the fortn of violent sub-groups like street gangs, the' 
Manson "family" and "the Symbionese Liberation Army. The rebuilding of 
pride and stability, therefore, at a small scale will not be easily achieved 
without the majority society taking part . . . ^ 

Gillies believes "that foundations are not facing basic political and economic- 
questions.*' in addition ig suggesting that foundations study these issues and 
''suggest alter^^iyessto prese'nt institutional arrangements," he also states 

We should make a far greater effort to support individuals^d organizations 
that ask a variety of' searching questions about the ecbnoti|Pf about corpora- 
tions, about labor unions, about foundations, about governmental budgets and 
about the way each of these areas relates to the others, and their effect on 
^ individual Americans.^^^ 

One foundation involve'd with the economic problems of black populations is the 
Twenty-First Century foundation, organized in the latter part of 1971. It is 
unusual, not Qnly in its objectives and method of operation,? but also in its 
interaction with two other separately incorporated, black-controlled organizations - 
the Black Economic Research Center and the Emergency Land Fund. 'This trio of 
organizations," to quote the 1972-73 biennial report, "is committed to the task of 
mobilizing and organizing the resources required for the assault on the shackles 
which restrain the black man 's progress . . . ''^ ^ 

At present, the report states, ^ 

.*. . the black community's specific needs must continuously compete for both 
a attention and funds with the demands coming from the medical research 



269 



M231 

" Institutes, from the arts^ from the universities, and from the whole range of 
non-self-supporting activities v/hich are vital to American society. 

L'u ll?^^'^^'^ community sees that millions of dollars are being spent in its 
behalf by a number of foundations, but v/ith very little real development 
being accomplished. . . with the result that disenchantment wUh "the black 
problem develops within the foundation world. 

Tv^ objectives of the Twenty-First Century Foundation arei(a) to provide an ^ 
assured source of funding for black developmental efforts and (b) to provide 
guidelines to other foundations for the allocation of their funds for black- 
oriented projects.^"^' >9 ^ 

The report notes that "two areas where the wealth dispari^ between the races is 
most pronounced are the business world and the foundahion world." Despite 
publicity, the federal administration's "black capitalism concepi" has not resulted In 
marked improvement in the black business sectdr. "The value adc|*d by black 
busmess enterprise is less than one-tenth of one percent of the Nation's GNP." 

The Twenty-First Century Foundation aspires to increase its resources to the 
level of "tens of millions of dollars [and to] sit on a par of equity with othet major 
foundations m Amenca." It faces difficulties because, as the report states, "it is 
necessary to build a black foundation from the ground up rather than from the too 
down/^^^ ^ 

The foundation describes the "absence of any substantial fund of black equity 
capital ' and the financial dilemma faced by black Americans: 

The scattered pockets of black venture capital which do exist are usually 
inadequate to provide the equity 'required for the launching of business 
ventures of substantial size and the result has usually been either the creation 
of fairly small enterprises or else an undue reliance op white capital,, from 
individuals or from institutional sources such as the Program Related Invest- 
, ment (PRI) prograws of some of the churches and foundations. Although 
these PRI funds are commendable iittempts to meet the capital needs of 
minority businesses they cannot really be viewed as substitutes for black 
equity money because^ they are not really assets belonging to the black 
community. Thus they must either take- the form of debt, which may be 
financially unsound, or if -they are received as equity they may so dilute the 
black-owned equity as to reverse the ethnic image. of the business. 

(The Foundation has therefore] committed itself to invest from 20% to 30% 
of its capital assets in promising black business ventures. In this way itj^vill ^ 
serve as a strong and credit-worthy black partner to black venture capitalists , 
who are in need of additional equity money . . 

The foundation's rate of grow^l* .has . been less thap hoped for: in its first tWo 
years of operation it received $831fJ72 in gifts "of which $503,000 came from the 
original benefactor." 

.nfcf''^ Foundation initiateer its Program Related Investment (PRI) program in 
1968. As stated in the program's report in 1974: ' 

There were several motives in establishing the program. Fir.st, the PRI program 
would enable the Foundation to stretch its limited resources through the use 
of investment as well as grant funds. Second, it was hoped that PRI would 
induce other institutions - banks, insurance^ companies, government agencies 
- to devote more of their resources to social investments. Finally, PRI would 
enable the Foundation to support organizations which, although engaged in. 
socially important' activites, are ineligible for grants because they do fU)t 
dualify for tax exemption.^ ^ 
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In a 1969 article describing the program, B. P. Atterbury, administrative officer 
of The Ford Foundation, emphasized that the foundation **is attempting to respond 
to the needyfor credit to speed economic development of the disadvantaged" by 
making investments to , , 

. . . create arid upgra'de job opportunities; encourage minority entrepreneurship 
and participation in the professions apfi at management levels w major ^ 
businesses; and increase ownership of a variety of irjcoliie- producing and other 
properties.^^^ 

Atterbury noted that the foundation, in ''helping to eyre the problems of the 
inner city," also "recognizes the relationship of rural economic development with 
inner-city conditions." It "encouraged institutions that shape and share values in 
b6th arenas."^^' ' . . ^ 

, According to the 1974 report of The Ford Foundation, 

In the five years since the PRI progcam begarr, the Foundation has maciig 
foi'ty-eight investrhents totaling $38 million. /The total authorization for |he 
' program is $50 million. Six pf the investments have been totally repa^id/frve 
have been written off as failures, and one. has been sold at a loss^The 
remainder are operating in varying degrees' of business health: About- nan of 
the PRI recipients have also received Foundation grant support. I 

The Foundation dops not consider the proportion of failures - sotrtt 10 
percent of PRI funds disbursed to date - excessive in vieW of the riskinei's of 
many of the enterprises and the experimental nature of the program. 

Most of the investments written off by the Foundatfon are in the area of Hew^ 
business development. The projects have .included a nationaj magazine for - 
, black women, an industrial dev<!lopment enterprise in Mississippi, an apart- 
ment house cleaning service in Washington, D.C., a tomato-growing enterprise 
in West Virginia, and a bakery in Louisiana. The failures are attributable to 
problems usually attendant upon new enterprises . . J?® 

The report points out that 

Tafking into account administrative costs ($2.6 million for management and 
$1.7 million for foregone income), the cost of the program" for five years 
totals $6.5 million, or 21 percVgt of the funds glisbursed ''or guaranteed, 
Compared \yith-a-grant, therefore, th^.cost effectiveness of the PRI program is ' 
currently five to one. Put another way, )$1 million investyUn a PRI is the 
equivalent of $5 million in grant expenditures.^**^ ^ 

A significant accomplishment* of the PRI is^^at "rtk has served as a model to 
other foundations and non-profit organizations.^' j 

Ford Foundation concludes that thjs^ program "has Telped^improve fiscal and 
managerial practices ,in a wide variety <>f socially motivated enterprises" and has 
advanced "philanthropic objectives more effectively than would be possible by 
relying solely on grant-makirfg."^/*i.\ 

As to the future of , PRI, the foundation "has become increasingly selective with 
regard to proposal, that'-haye.b.eeii financed,** increasingly directing its resources 

... to intermet^ry minority fin ^cing | f>stitutions with the staff and expertise 
to serve many businesses (e.g., DrBlifiNationarCorporation). Currently^ the 
Foundation is concentrating on investments in larger scale projects character- 
ized both by their fi^nancial soundness and their promise for achieving 
important results. 
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It a)n(^ives its function "as a type of development bank for institutions - non- 
profit for the most part - engaged in charitable activities consistent with the 
Foundations program interests." It believes it should continue to provide, through 
grants, the "technical advice of accountants, lawyers, and specialists in business de- 
velopment. Frequently 'timely professional advice can represent the difference be- 
tween success and failure' of a project/*^ * ^ 

In contrast, the Vanguard Foundation of San Francisco represents a modest but 
highly committed effort by a group of 13 persons, all in their 20s, "to support 
groups which are too controversial or too risky to find funds at most other founda- 
tiory. In Its second year of operation, 1973, it granted "more than $58,000 to 32 
projects and received donations of $66,000 from its 13 members and $15,000 from 
k ^^^^ ^^^"^ ^he 'range of $1,0Q0 to $2,000. None larger 

than $5,000 will be considered. The six women and seven men who constitute the 
membership are described as "encompassing a wide range of viewpoints," but 

^^^^^'^^."^^^ ^^''^^ self-taxation to support constructive change in our soci- 
ety. 212 

Vanguard Foundation's grant policy is reflected in the following statement: 

In trying^to place our limited funds where they will have the greatest possible 
leverage, we select those groups which are promoting direct change in small 
but significant ways. Groups which qualify for money from larger foundations 
and those with. annual budgets over $25,000 are not, considered. Vanguard 
supports movements which are striving towards greater equality and self- 
determination for disenfranchised people. This year, consumer groups have 
joined women's rights, prison reform, and alternative media as our major areas 
^ of concentration. We. have also supported Third World and environmenUl 
groups.^ 

^ We end this presentation of documentary material relating to "financing high-risk 
projects or.groups with no established track record" by summarizing an apparent 
success story in neighborhood housing services in Pittsburgh. 

The program and its successful results are described as follows:^ 

Neighborhood Housing Services is a finely tuned, small-scale progl^ that ^ 
with the support of the Sarah Scaife Foundation, 23 local financial institu- 
tions and <he citizens of the central Northside - has, been the catalyst for the 
turnabout of a community that, left alone, ultimately could have been des- 
tined for the bulldozer. With a foundation-funded war chest of ;more than 
$600,000, NHS has funded 300 high-risk loans, linked hundreds more people 
with banks and has witnessed, if not inspired, major rehabilitation efforts, new 
home construction and a significant historical preservation program. It has 
been copied successfully by four other cities, with more such programs on the 
way. And, at the' end of April (1974), the U.S. Department of Housing and 
Urban Development (HUD) announced it would spend* $2.7 million to help 
. fund Neighborhoo'd Housing Service programs in 20 target cities.^^"* 
» * 

* This cooperative effort was the result of an informal luncheon discussion be^ 
tween local bankers on the possibility of inaugurating a revolving, home repair loan 
vfund to rehabilitate housing in a low-income neighborhood. A group of neighbor- 
^hood businessmen at an adjoining table overheard and joined the discussion, and 
this led to further action th^t brought the prograign into being. 

As conceived and carried out, NHS was to be the middleman between citizens 
in need of home repair loan? and the banks; the Scaife Foundation's money 
was to be used only for those people who could not otherwise repair their 
homes/** 
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The financial institutions^ before the first .year was over, signed a threeyear 
agreement to continue. Although the banks did not make below-inteVest loans, they 
did agree to write mortgage and home improvement l6ans. The National Housing 
Services director says, "Now the,Jbanks will not only make loans with bankabt^ 
people, but also with marginal people." Initially, in referring prospective borrowers, 
NHS made sure "that no onjp bank had more than its fair share of 'marginal* bor- 
r^owers." 

In almost six years, there has been only one mortgage default and no other 
, losses among hundreds of loans, ensuring a happy marriage between the banks 
and community.^ * ^ 

Administrative costs of NHS are underwritten by the 23 financial institutions 
"under a formula of $25 per million dollars of deposits." 

The Sca^e Foundation provided $125,000 the first year for a high-risk, revolving 
loan fund. Subsequently il has provided $475,000 additional funds and will ma"ke a 
$100,000 close-out grant next year. Usually the foundation money goes directly to 
an unbankable borrower. 

"I think the money is doing a good job," observes Harold L^jaerman, adminis- 
trative officer of the, foundation. "We have been interested in urban affairs for 
quite some time - long before it became a fad," he said. The Scaife Founda- 
. tion chose NHS because "it had multiplier pos^bilities." Admittedly, Lauer- 
man said, the foundation - at the onset of the program - was taking a risk. 
'The j<jb of foundations is to get in some risk^ capital, to take the job no one 
else would take.' And, as it turned out, this wasn't really risk capital at 
all."^»' , ^ 

The appearance of the neighborhood has improved due both to individual efforts 
and to the renovation of several blocks of 19th century townhouses by the Pitts- 
burgh ^istory and Landmarks Foundation. Street lighting has also been increased. 

A final measure of sucdess is the promotion of a similar program in other cities 
by the Federal Home Loan Bank Board, which considers three elements necessary 
Tor an effective program: 

First is a commitment from the local banking industry to make loans and to 
underwrite administrative costs. Second is a, high-risk loan from philanthropic 
sources Jor borrowers who do not meet normal underwriting aiter«ia. And 
finally, 'there rf?us|^ be cooperation from the city government to make the 
necessary public improvements, along with a concerned group of local citizens 
willing to devote their efforts to their own community.^*® 
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Allocating Resources to^rograms for Poor or DisadvanUged Individuals 
and Groups, Ethnic Minorities - Cultural Hospitality in Grant-Making 

American participants in the Anglo-American Conference on Philanthropy in 
1972 concluded: / ^ ' 

The mood of the American Society ... is to broaden the participationsof the 
young, the blacks, and other minority grouDS in decision-making. The question^ 
to be answered is whether givers - individuals, the corporations and particu- 
larly the foundations. - will use their resources to find ways of encouraging 
this .involvement .^ 

A consultant to foundations mentioned earlier, Msgr. Geno Bar'oni, in testifying 
before the Senate Subcommittee on Foundations on May 13, T?74, took a similar 
J sition: 

- - 27.3 . - 
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qfiri'hr"t""7'L^ foundations which has'ijS?n almost "full-time" since 

- Siting o'ot and rht'' '""V ''^"^^^ that America i ' 
ticfftmn H ^ reiect your notion that we should encourage the par- 

tKds^^f^tople' ^^f't^ --^'"8 

^' 'oaTtTcLlSlv 'IT a' '"'"^ lower. middle class ethnic groups 

th.f n. .?vl L ° ""u'"' ^'"^'""S who live in odr urban areas - and by 
this practice thus exacerbate racial, ethnic and class pojarization. 

?n.«.no^?^„.' '=°"5"'ered "liberal" if I advocated more (assistance for 
housing, health care, "and education for minority^ groups. Since Vi^'some of 
the very same foundations would call me "divisive" because I h A t?iTd ?o 
sensitizer nublic and private institutions to the legitimafe n ed oVSvi y ' 
ethnic working class communities.^ " neeu or; neaviiy 

°- ""''y '5 ihe response oftoundations to "problems and^ 

StrvltS' th^^tTnic^pTu'latS: """'"^^ " '^^^^"'"^ 

Much more attention has been given in documentary materials to the resoonse nf 
foundations to black pppulatiens than to any other "ethnic group La king Sm 
parab e empiricahdata on foundation grants to Asian AmeriLs and to SpaSsT^- 
heritage populations, we will describe some of the policies and programs by selected 
foundations on behalf of black populations. Some of the materiyoTcoursI dS 

• with more than oiie ethnic group. - inaivim., o, course, a?ais 

durSgr'lSt:?lut\;" "'"'"^ '^^^^ P-^--^ ^or blacks 

^Lf°^f Z nearly^half - have still displayed little or no concern 

Most of the others, beginning five to ten years after. the Brcwn decision and 

'■' ?em-\Tr "^T^"' ^l'' ^" inter^t in The prob 

- lem but only a handful can be said to be actively attempting to deal with its 
most urgent and criticaf aspects.^ 2' 6 u u^-oi wiin us 

. r 

natiin 'M omSo '"".'"'."^ '° "^^"^'^ ^"^ extent of their partici- 

panon. As of 1970, he considers only four to have had a high degree of interest in 
andTan activist approach to th~e problems of blacks, those being St RocTefe ll! 
Brothers Fund, Carnegie, and above all gord . . . ."^i^ m summaryV "^^'^'''^^^^ 

... it deserves to be noted that the big foundations that have never-^oncerned 

• iTt",^!!^ 't,^^''^ proble;n,^hen measured by almost every Sk.n 
tend also to be the least competent, energetic, and distinguished of their class' 
?as been"'Srnon'' have shown ^me degree of interest, the common focu 
has been education, especially higTier education. The most typical grant has 
been for buildings and general support to black schools and colleges, followed 
?/rr 1 irr'' .^^"°^^hips for black students. This pattern reflectsThe 
h!Lnit,r^ ^ *\°^"V>'"1'.'^^ '''^^'^ derives from the long tradition of 
humanitarian concV^for h,s "plight" rather than from an ideological commit, 

'"/^-P""'"^' '.''''^ '^"^"^y- ^'^0 practical co3a- 

' wh?rh fh.v\ ' ^""'"'^ ^''''^ °^ -^0" foundations, one in 

which they have demonstrated a degree of institutional competence Even 

T'l T^A u^' education fits the conventional wisdom of philanthropy * 
which holds that nothing is more productive in the service of human welfare 

w«hi;-;;«^r-^^^'°" ^"'^ ^^^'"'"S • • • Reminiscent of the ideas of Booker T. 
Washingtonpt is commonly believed that the ,most fruitful way to solve the 
•problems of the blacks is to open educational opportunities to them once 
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educational opportunities have been opened, the primary responsibHity for his 
advancement rests upon the blackman . ..^^^ 

Nielsen observes that the assumptions of this approach have beem questioned. 

Many blacks as welt as whites assert that education and individual effort alone 
are not enough, that the black will never,|>e able to make significant progress 
\^ until fundamental structural impediments jn the system itself have been 
removed ...» 

Nielsen continues: 

Over the last twenty years, ... as the crisis has worsened, and as the goals and 
tactics of blacks themselves have evolved, most of the major foundations have 
attempted in one way or another to respond . . . One path of evolution has 
been from exclusive concentration on education to interest in other fields, in- 
eluding the economic and social. A second path of evolution has been away 
from an emphasis on rural areas and the South to concentration on the inter- 
related racial, ecqnomic, and social problems of the urban ghettos throughout 
tbe country. A tnird and less common line of development has been away 
from re latively-w«ont rover sial grants for general 'education, research, and 
welfare programs to more activist projects, such as black voter education and 

. registration or legal challenges to discrimination in housing and^ employ- 

( tnent.^^"* 

Nielsen concludes: * . 

. . . even the most concerned and adaptable of the big foundations have lagged 
behind tHt pace of events in the racial crisis by five to ten years. Black leader- 
ship itself and government action have been*Well in advance^of the big founda- 
tions, as have been a number of the smaller foundations, such as New World, 
laconic. Field, and the Stern Family Fund.^^^ 

* 

A i^rtial explanation, in Nielsen's judgment, is the ''institutional racism** prac- 
ticed by foundations in the selection of trustees and senior. staff positions. He is 
pessimistic as to. the likelihood of any substantial change. Although ''currently a 
* larger percentage of them are moclifying their programs, . . . they are anxious about . 
^ 2lRproachmg a problem so great and turbulent and are unclear about their role.*'^^* 
lo making this forecast Nielsen could not have foreseen the drastic reduction in 
the holdings of large foundations which resulted from the economic recession of 
1974, an event that required a serious reassessment of income possibilities and pro- 



gram priorities. Ford Foundation trustees, 
to reduce annual graits by as much as 



'or example, decided in December 1974 
50 percent. The decision reflected the 
trustees* desire to s^tijevel of grant suppot that could be sustained "indefinitely,'* 
without using a j^dftippof capital as had been the' fouhdation*s practice.^^'^ 

ConsetjUfiDtly, the largest foundation and tlie mast responsive to ethnic minority! 
interests may have to restcict its expenditures for the folloWing proj^cts;^ fellowships 
Jo increase the number of minority teachers and administrators in colleges and uni 
^'versities, for teacher and adminis^trative training for 'bilingual Mexican American:* 
toward ending the jpritical shortage in the Southwest, for special projects at Chicanp 
and Indian institutions, for efforts to attack "discrimination in schools, and for 
grants for basic research in, the social sciences.^ 

Ford's National Affairs Division plans to spend over 90 percent of its $33 million^ 
budget in the 1975 fiscal year in two major areas^ bojh of interest to poor popula- 
tions and/or ethnic minoritieJ: They are, "Advancing opportunities for low-income 
^groups, particularly minorities,** and *'Mmproving the performance of government," 
I particularly its "effectiveness and responsiveness ... on the stat^ anci local 
O eK^^2 9 
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Among the strategies ^ord considers worthy of attention>in carrying out its 
onnXSadon-'a?! "^"^'"'^ '"'"^^'^'^ -'^ ?^^' victims 

arJ^ -^Th^^"''^ development corporations (CDCs) 'Nn depressed urban and rural 
IZL • non-profit organizations which undertake broad social and 

economic programs to improve the quality of life and strengthen the economic base 
Iur.l ^"h'^T"/%'"'"'"^ "°P^^^^^ vLus stylerand ettings 

' by aid for Chicano?' Communities and three are organized' 

rcDliJed ''^mrf°"ii''''°'"' '0,^^'°^ "'^anizational models that can be widely 
?nH 1^ "'u" ^^'^^ of fostering minority institutions 

and leadership over the next two years.'; miuiuiions 

2 Help with "training pj^grams for housing managers that emphaiize improved 
mamtenance methods," arjd in a few lnner<ity communities, provide limited unds 
for high-risl< loans for thC rehabilitation of older homes." 

3. Continued support of "programs aimed at broadening minority participation 
m government and.the political process." Organizations "thar protect L Te«a Ss 
and interests of blacks, Mexican Americans, American Indians, and Puerto Rica ns^' 
dal SZn'"'°o'"'''"' '"PP"''' ""^"^ '° '^'^ 3 broader base of finan- 

fnST^J°TT^°" j""'"^ sy"^ will continue to get 

hord s help. The foundation is continuing its "five-year commitment" (made in 
1971) to assist public interest law firms. , - . 

A Venture to Increase tfie Number of Black Lawyers 
Practicing in the South ■ • ^ 

tiP.'^J"v systems approach to thelega^ needs of the black communi- 

ties m cities and counties across eleven [Southernf states" is described and^evalu- 
■ Int frnm*^ Covering the first five years (1969-1973) of a program supported by 
grants from private foundations, corporations, and individuals to increase the num- 
ber of black awyers in the .South."'' The project merits attention aTan exampTe 
o a successful cooperative effort by -a foundation to bring an essential serviSTo a 
disadvantaged ethnic minority. It is also one of the few projects to be competently 

rnrnn ?i V ''^ °^ Cooperating foundations, Carnegie 

Corporation of New York. ' * 

One consequence of the evaluation' is that two of the original funding founda- 
tions, Carnegie and Rockefeller, made additjonal grants in April 1974 whid, totaled 
million. These grants, were given to continue the Earl Warren Leeal Trainine 
Program, an affiliate of the NAACP Legal DefSnse and Educational Fund^""""'"^ 
-Essentially the Legal Defense and Educational Fund provides scholarships to 
black law students to enablr them to get their law degrees, and gives 

'fhZ^^'^'^^^^l feBpwships to a limited number of graduating black lawyers ' 
so they cao^ork fc^^ a year in law firms or a civil rights Jegal Organization In 
the succeedfig threes yeafs, the funds provide fees for the civM rights legal • 
. work of th^ydung bwyers in a new practice of their^own or with a larger law 
Tirm in the South specializing in civil rights. . 

Sn.r^^Til' ^^^'If'''' '° "udefits-of fobr.predominantly black law schools in the 
south, and 17 predoipinantly white soiitherr) law schools. During I the five-year 
period. 21 foundations gave about $2.9 rr^llion for this Southern progijam 
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The companion program, administered by the Law Students Civil Rights Re- 
search Council, recruits law students, provides tutorial service, and offers an 
internship ^program, placing law students ''with practitioners in summer jobs." 
About $,650,000 was spent for this program in the South during the five years. 
Financing came from 38 foundations and over 15,000 individuals. 

. The accomplishments of the program during the five years, as summarized in the 
Carnegie evaluation: 

Larger number of black students are staying in the South to go to law school 
,.and intend to stay there to practice. . . 

Since almost every one of these [17 southern] law schools is now recruiting 
black students, applications from blacks have risen steadily. . . Law school^ 
applications from black undergraduates hav% increased in these schools from* 
• 396 in 1970 to 768 in 1972. 

... the first black law professors [were appointed] at six state university law 
schools - Virginia, South Carolina, North Carolina, Florida^ 'State, Louisiana 
State, and Alabama. ■ 

The number of black students graduating from these 17 law schools has in- 
creased dramatically in the last few years. , . in June of 1973, the Warren pro- . 
gram could count ... a total of 229 graduates, most. of them in the last two 
years. 

- The summer internship program, which LSCRRC administered, placed in the 
South more than 481 students of both races (approximately 50 percent of 
them black) into summer working experiences in civil rights law- firms or 
organizations, and governmefft legal programs. 

Larger number of young black lawyers are establishing law practices across the 
South. The size of the black bar in Mississippi now exceeds 49 lawyers, more 
than quadruple the 1969 figure (there were three in 1965), and the numbers 
are "up sharply" in many^ther southern states. 

Young black lawyers inevitably are being drawn into a larger leadership role in 
their communities. Especially impressive is the performance of the post- 
graduate Warren fellows.^ 

Major grants to the program were made by these foundations: Field, Carnegie, 
Ford, Rockefeller Brothers Fund, Alfred P. Sloan, and Fleischmann; '^Scores of 'indi- 
viduals and corporations*' also made contributions. I 

Eli Evans, program officer, Carnegie Corporation, cites the* significance o^f this 
program:! ^ . f 

It has been said that the civil rights movement of the sixties has moved in |he 
seventies out of the streets into the ballot boxes. Southern blacks are be- 
ginning to learn that the political system can be a major vehicle for peaceful 
social; change in a democratic society. * * ^ ; 

The question for the future lies deep in the quality of integrated public educa- 
tion in the next decade, of higher education's adjustments to rising aspira- 
tions, of a continu^fig.flpw of black lawyers into southern society who will be 
a natural part of the terrain, free to defend the rights of all races seeking 
higher income, better housing, and equal' eduQation, opening the region to 
equal justice under the law for all the southerners living there.^^s 



The support of this type of venture by the Carnegie Corporation jfe consistent 
with the views expressed by Alan Pifer, its president, in his report for 19^73:^^,^ 
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3. 



Smce the early 1960s the comm^tn^#Hb a more equitable society has be- 
come steadily broader and stronger/artd, during the past two or three year^ 
has been augmented by a new interest' in equal opportunity, especi^y educa' 
'tional opportunity, for women. ^ 4 > i v i a 

The commitment to social justice, widely shared today by both trustees and 
Starr, is a fundamental theme now running through all of the Corporation's 
programs and, indeed, through nearly every aspect of its work . . I am glad 
to say that the Corporation did not permit itself to be intimidated by the 
negative atmosphere surrounding the Tax Reform Act hearings in 1969 . . 

Foundation Help for the Medical 
Education of Ethnic Minorities 

The shortage of minority-group physicians and the resulting inadequate health 
nsks have been tackled by a foundation-supported program, Natlon2il Medical 
fellowships. Inc. NMF, organized in 1946 to increase the number of black medical" 
students by providing financial aid, was expanded in 1970 to assist '^Mexican- 
Americans, mainland Puerto Ricans, and American Indians - underrepresented in^ 
the medjcal profession becuase of cultural, social, economic and educational dis- 
^ITc MMr ..^u' money.raising vehicle for these^two ethnic 

groups. NMF wiir be interesting to watch because it uses a coalitr^ of ethnic 
groups to solve a problem rather than the more common competitive approaches 

According to NMF's informational brochure, while "the ratio of all doctors to all 
Americans is 1 to 750, of Black Americans it is less than 1 to 3,500. The propor- 
tion of physicians among Mexican-Americans, American Indians and Puerto Ricans 
IS even sniairer. One result: in areas "where health care is needed most, health serv- 
ices areofte/i inferior and almost always impersonal. "^^^ 

NMF gives money to first- and second-year minority medical students within the 
limitations of avaijable funds. Figures from 1968-1974 are -as follows:^ 

^ ^ . Mainlind Tottl 

AMdcmic Black Mwcican American Puerto First-Yeix 



Year Americans Americans Indians Ricans 



Students 



1968- 69 . 266 ' 20 3 3 

1969- 70 440 44 7 10 



^9,863 

1970-71 697 73 II 2/ nJ48 

,882 118 23 4^ 

m 137 34 .4^^ 13.677 



1973-74 1^019 



Grant-Making to Native Amencans 



174 44 55 14,044 



• Richard Margolis, a consultant to a number of American Indian tribes notes a 
communication problem- between applicant agencies and foundations, based In part 
on different cultural values: ^ - , . . na 

Indian leaders frequently complairj that foundations make no e^rt to under- 
stand Indian manners and mores, tttat In making their grants the foundations 
entangle Indians in "a lot of white tape." Foundation officials, meanwhile 
have been heard to criticize Indian "fragmentation": i.e., too many grouos 
working at cross-purposes. ^ 5 k 



**Get yourselves together into a single, united organization," a foundation off!- 
cial rec^tly advised a'dliparate group of Indian representatives in Chicago 
,^tnen we'll talk." . * 
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**0K/' said one of the Indian leaders. "And while we're doing that, why don't 
you and ail the other fpundations merge, so we don't have to make 50 appli- 
cations to get one grant?"^'*^^ , ' 

Tracing the historical ante\:edents of relations between the white man and native 
Americans (the familiar litany of federal treaties made and broken, conflict, the 
imposition of white cultural values "sometimes well-irttentigoed but nearly always 
disastrous"), Margolis briefly states the consequences: 

IndTans now find themselves at the bottom of the socio-economic heat?: four- 
fifths of their housing is substandard, half of their men are unemployed and 
nearly two-thirds of all Indian adults are functionally illiterate. 

The facts about Indian (non) health, both mental and physical, are just as 
dismaying. Alcoholism is widespread; thejnfant mortality ra|e is half again the 
national average; life expectancy among Indians is only 47 years, compared to 
71 years amoog the general population. Even the Indian suicide rate - that 
ultimate index of despair — is twice the national average.^"** 

"^Philanthropic intervention "in the late 19th century after most of the killing had 
ended," was "an attempt to stamp white labels'on red souls." Examples: 

a, * • 

1. Churches came to the reservations to replace "red animism and pantheism 
with Wester'ij theology." 

2. Humanitarians "from New York and Boston who had never seen an Indian, 
nevertheless kept pressing the federal government to break up tribal land 
holdings and convert Indian hunters and gatherers into 'free and independent 
farmers'." 

3. The U.S. Bureau of Indian Affairs "established a network of boarding schools 
where Indian children would be safe from 'the savage influence' of their dans 
and tribes."^ 

^ 1 \ 
Currently there are about one million native Americans in the United State 

despite past events, "many tribes, miraculously, remained intact." Tribalism "is 

'enjoying a comeback. Indian elders are teaching 'the old ways' to their young, and 

many of the young are displaying an unprjecedented milita*ncy."^f^ 

Margolis states that many foundations are beginning ^toJ respond positi|^ely to 

these cultural /trends. He qucJtes Siobartin Nicolau of The Rlrd Foundation/ to the 

effect that Fofd has shifted from ''thQ Thanksgiving-basket a[|)proach" to an Interest 

in, "building Institutions which Indians can control and uie for their own bepe- 

fi^;**^^^ II • ' 

Other foundations giving attention to native Americansl/in a way that respects 
.their cultural values and wishas include the Akbar Fund i)f Chicago, which "haS 
niade Indians its top priority."?-'*^ ' J L 

The' Donner Found'ation recently .made a grant to the California Urban Indtap 
Health Council to Kelp aa estimated pO,000 urban Indians; obtain good health care 
\xhdL program they control.^"**^ * 

"dommunity coWol" of projects is atso an accepted principle of the Elliott 
Foundation, whose fuHd representative also serves the Akbar Fund. 

A different and mo^bstradltio'nal Approach to Indian programs is that of the Hill 
Foundation. Its grants .fo?~ffldi4n welfare and education "are channeled through 
white institutions," such as theNalional Endowment for the Humanities "which is 
developing an Indian curriculum program - 'a search for pride and identity'," As 
Margolis states: 

Tile Hill program has^ significant policy implications: it siphons off talented 
^ young people from the reservations ^nd prepares them for life in the 
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mainstream - i.e white - population. ^Indians can't be supported on reser- 
whVc^"-".' Fo""dation) says, "the land won'? support them 

So why strengthen reservation tribal life? It would be like feeding hav to deer- 
m winter - it just leads to more starvation. ^ ^ ''^^^ 

Ford Foundation, representing a third view of Indian needs, 
. . . eschews localism in favor of national, inter-tribal institutions like the. 

i^s'Tehtre'f: "if'il' '".^'!:"'"' S^^^^"' Pan-mdlan uni;; and 

Its n ghtmare is a Balkanized crusade .stymied by dozens of bickering Indian 

Sity.'^4r"'''- "'8^^™^^ ''-"^ se'ems uncomfortably close S 

Margolis summarizes the foundations' responses to native Americans in this way: 
It seems clear from'all this that no single foundation possesses the'key to 
Indian aspirations, a mystery that has baffled white men for at least five 
• centuries. It also seems clear that as Indians continue to make gains both in 

own lolutinJj" w'l '^'^u^'" ''"'^^^^^'"g'y propose solutions of their 

S- ' ^^"^ ™y o^^rr^'^ to" well-meaning b^ut white- 

tninking foundations. ^ * " 

FeSt'lisUn""' " '"^ ' °^ foundations now seem 

Perspectives of Ethnic Minority Spokesmen 

cnntZ'!'^!! ^"^Pf^fizes the importance of making' grants to black- 

cootrolled agencies which understand and are responsive to the concerns of the 
bhck community. The data he presents indicate that a dispropoSately small 
arfount of money is going to such agencies.^'" uporuonaieiy small 

Fv'^Lf/""!? TT^"' °I ',^''8°'" °^ Association of 'Black Foundation 
oiSg oStive^ °' '"""'"^ -'"des- their 

We seek neither separatism nor integration. Most of us opt for a radical 'plucal- . 
«sm in which saijeness and differehce are held together in k creative tension | 
Yet our unity jlqes not mean uhiformity. While many \fork to make the 
world safe for democracy, we are interested in making it^ for c^veTsity I 

^m"?^^™;'''^^'' 1°^ W are- anti-white, wj simply reject the 

old I'bera approach of color bli|dness and emphasize a Lor Jnsciousnes! 
which deair directly with the mining of our heritage. FoTout of the black 
experienc/ comes an ethic of givfig which can serve not orily the good of the 
black community but the bestf irferest of society. If allowed to penfetrate the ' 

hT,i^?n'fc r^f ^^P'^'^ paternalism with a more 
humane^phi^n hropic style Bafecf on the interest of the recipient rather than 
the conscience of the giver.^^ V ' / " 

•'i:!^L°SI/'fr'Vf "PaternaliU" the alack Foundation Executives recommend 
■enipowerment of the powerless," enabling people to maintain their dignity . 

tn -fllZT^'^'u'^J^^T'^ Foundatioij, described §arlier, givfis its highest prio'rity 
to facilitating the development of the black community," a function that is con- 
•sistent with Joseph's idea of "developing indigeneous power systems "^'^ 

Nartcy Roman assistant professpr. of English at Virginia State College, presented ' 

tuS 'r 1Q7r?'"'°r' °" Liberal Arts Educ'atioTS S 

summer of 1970 on foundation support of black colleges. Although her- d^ta are 
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now out-of-date, the point she makes about the importance of foundation grants is 
. not. She states" that ''grants made k?y private foundations ... are slightly more pro- 
gressive and forward looking than [those of] the United States government, and ^ 
vastly^ more so than racist southern governors and legislators."^^ 

Homan observes, however, that "even the well-intentioned foundation-supported 
programs" reveal *'a kind of sinister effect, though probably not intent." Homan 
makes two suggestions as to how foundations can assist black colleges: 

1. Consider appropriating money ''for parallel recruiting campaigns for white 
students on the black campus." 

2. "Why not develop a series of regional black studies centers in the most natural 
existing locations - black colleges and universities? Why ... try to import 
'foreign* matter to maie the white university the authoritative center?"^ 

An encouraging recenjLaction of The Ford Foundation suggests that one founda- 
tion has made at least a partial response to Homan's second suggestion^lt was 
announced in February, 1975, that Ford Foundation made a $400,000 grant to 
Howard University's Institute for the Study of Educational Policy .^^^ An official of 
the Institute stated that the grant will "enable Howard to become the first pre- 
dominantly black university with a research center of such significant size and 
scope."2S7 

A poignantly different response by one ethnic minority, Japanese Americans, to 
past deprivations and the contingency of future catastrophe is illustrated by the pro- 
vision they have made^^^thwugh the Japanese American Citizens League, of a fund 
to help them surviv^ema future emergency. This example indicates the gap between 
Japanese Americanf concerns and the stereotyped perceptions held by many that 
Japanese Americans have no unique problems requiring community attention, and 
that they have sucoessfully accommodated to the larger society. 

The Japanese American Citizens League, a national human rights and civil liber- 
ties organizatiort," created a National Endowment Fund in 1936 to use for needecT 
services for Japanese Americans, A modest amount of money was raised. A much 
more apibitious campaign was undertaken in 1952 to raise a substantial amount of 
nwney for the purpose of insuring that, in any future emergency, funds would be 
available for use in protecting the rights of those of Japanese andestry. The impetus 
for this campaign was the wrenching experience of Japanese Americans who were 
j evacuated arid put in relocation camps by the United States government during 
- I World War II, coupled with the availability [of money among Japanese Amiridans 
I who had m^de successful claims to the go\/ernment for compensation un||r|the 
Evacuation Qlaims Law which wa^ enacted b^ ' 
directed cpriniarily to persons who had recei\e 
gation to share some of this money with those who might need help in the future. 
The principal, which under current depressed conditions is valued at about^ 
j $400,000, is invested in high-yield securities, with the interest being available foe 
I current programs. For this group, survival |ieeds took precedence over efforts to 
bring abom systemic ctlange.^5^ , ^ , ' 

In ariother case, less than six years ago, a d'rrect attempt by a Mexican American 
leader to arrange a meeting with representatives of "36 of the nation's most 
prestigious foundations" to discuss how the foundations could help the nation's 
second largest ethnic minority, resulted in a'gef\erally negative response by the 
foundations. The attempt, and its aftermath, was reported as "Foundations Snub 
Mexican Americans'' by the San Jose Mercury^^^ ^ , . 

Vincente T. Ximenes, the leader who initiated the action, was both the chairman 
of the federal ^government's Inter-Agency Confimittee on Mexican American Atfairs 
and a commissioner of the Federal Equal Employment t)pportunity Commission. 
The refusal of all but two of the 36 invited found^ttons to attend Such a meeting 
Q as disillusi(>n1ng to Ximenibs and other Mexican American leaders. 
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The two foundations responding positively were the Josiafi^cy, Jr., Foundation 
ot New York, which said it was interested in helping prepare minority group 
students for careers in medicine, and the Sam Wyly Foundation of Dallas, Texas 
None of the;hree largest foundatior\s accepted the invitation. A Ford Foundation 
spokesperson said she would ^bjrTrappy to meet at a later date "to explore our 
mutual program priorities." A F^ckefeller Foundation spokesperson said he would 
be glad to receive any report. which may be developed from this meeting " A secre- 
tary responded for the Carnegie Foundation, stating that her boss had previous 
commitments.^ 



VI 

ADMINISTRATIVE AND STRUCTURAL POLICIES RELATING TO MINORITIES 

Internal administrative and structural' policies of foundations are difficult to sub- 
ject to methodical analysis. Variations in basic organizational attributes (such as the 
breadth of power and role of the board of trustees, the nature and extent of pro- 
fessional staffing, and the size and origin of endowment) provide a diverse context 
We shall briefly describe the aggregate structural patterns of foundation adminis- 
tration, the representative character of decision makers in foundations, and the 
nature of selection processes for trustees and professional staff. We sh^ll also discuss 
the policies of particular foundations regarding internal personnel procedures, dis- 
semination of information ^bout a foundation's prograiyi to potential applicants, and 
the provision of technical assistance to potential or actual grant applicants. 



Trustees 

r 



Trustees are a critical comoonent of foundation administration in their capafcity 
as final legal authority for the organization and in the active policy-making role 
they often play. (F. Emerson Andrews notes that 'members of a governing board 
of a foundation may also be called directors, members of the corporation, or man- 
agers.) Governing boards exist in a variety of socio-structural arrangements Member- 
ship size varies from five to eight, with one foundation having forty; the average is 
about six.^^^ ^ 

The range of dirties undertaken by trustees varies widely, especially by'type of i 
foundation. In a donor-controlled foundation, trustees.are particularly responsive to \ 
the xionor and frequently limit themselves to "advising and assenting The ' 
Peterson Commission in its survey of 687 foundations in 1969 concluded - from a 
response rate of 29.2 percent - that- a donor or some other single individual was 
generally the dominant figure in nearly x^o fifths of foundations, with other board 
members non-active.^*^ The Commission found that "9 percent of boards never 

I^^'JeV^^^"^ "^^^ ^^^^ '"^ ^ y^^^' percent met once a year or 

less. eut on the whole, such low visibility of governing boards is confined to 
smaller foundafions. Certain larger foundations were found to have comprehensive 
quarterly or monthly meetings with extensive review, of programs and policies.^^^ 
The role of the board in foundations controlling 54 percent of all grants in 1968 
iWas found to range from approval or rejection of all grant applications to review of ' 
(recommendations on most applifcatioris withirf the foundations' program area.^^*^ 
The older and larger foundation^ vest broad supervisory and policy-making powers 
m their trustees, limited by the tiLstees' desire or ability to discharge them^¥- 
Zurcher and Dustan analyzed the philanthropic role of trustees among 662 found'a- 
tipns surveyed in 1970: in 438 foJndations, trustees determined foundation policy;' 
in ^7. the board ratified or denfed projects; projects were discussed in 'detail by 



the board in 398; and the board originate^V^rt^s in 226.^^^ 

As indicated above, though there arelsignificant variations among foundations, 
most boards of trustees have extensive aiscretionary power to spend money for 
various broad ranged gcfals.^^^ 

A methodical study of board composition undertaken by Andrews two decades 
ago depicted a socioeconomic profile which apparently persists today. In 20 founda- 
tions, large and small, the study revealed a high concentration of businessmen 
(esB^ially bankers), of Protestants, of Ivy League school graduates, and of men. Of 
the small percentage of women, over half were wives or daughters of donors. The 
occupational group included one farmer, no wage laborer or union official, artd no 
clerical workers. Nearly half of the trustees were over 60 years of age.^''^ 

The Peterson Commissipn more recently examined the boards of 25 of the 
largest^foundations and found that "an overwhelming majority of the trustees of the 
large foundations are white, Anglo-Saxon, and Protestant. "^''^^ Half of the trustees 
had attended Ivy League colleges, two-thirds had business, banking, or legal back- 
grounds; none was from organized labor; and few were Catholics, Jews, Negroes, 
women, or young people. G^graphically the boards usually represented the East, 
with a heavy concentration in the New England and Middle Atlantic regions.^''^ 
Other^data reveal that governing boards have few intellectuals,' artists, writers, or 
social reformers as members. Moreover, "since only 'successful' people become 
trustees, there are no representatives of the poor or the dlsposes^sed.*"^ ^ 

Nielsen compares the homogeneity of foundation boards with those of profit-' 
making corporations: | " ' . 

As of 1970, only the boards of major American profit-making corpor^^^ns 
are more consistently and, uniformly ^vhita upper-income T Anglo-Saxon- 
- Protestant than the boards of |the big foundations- Of the 3,182 lenior officers 
and directors of the nation^ top fifty corporations, according to a study [t\ 
1970, only three were black.^^l^ ' , I 

The rarefied level from which trustees are drawn is further reflected by the prac- 
tice of multiple trusteeships, leading to "foundation interlock." In New York in the 
mid-1960s, 359 trustees of a total 3,000 were serving on two or mor^ boards.^ ''^ 

A recent survey by the Association of Black Foundation Executives attempted to 
focus on the minority group composition of boards. The results suffer from a very 
low response rate (less than 7 percent), but are nevertheless anothe'^ indication of 
the general plaure - and very probably biased in the directioji of a higher response 
rate among foundations with rpinority members on their board. Of aj total of 1,011 
trustees among tie 13g foundation respondents'^, only 46 (or 1 in 22) were minori- 
ties. Of the 9 responding foundations with assets over $100 millionjpnly 6 of 113 
trustees (or 1 in 18) belonged to minority groups. Seventeen foundations accounted 
for 20 of the nrjinority members and 31 had boards with no minority|membefrs.^'''' 
An implication dfawn by thj^Peterson Commission is that ''these boards clearly lack 
the kind of diversity that could further enlarge their perceptions about the raw 
surge of American life."^''® . 1 

The socially encapsulated character of foundation boards originates in the self- 
perpetgating selection process of • **cooption." That is, ip nearfy all Ifbundatfons, 
current trustees choose their own successors. Election of new members is collective, 
but informal traditions frequently permit a trustee's selection of his ^wn replace- 
ment.^''^ Hence, "ojrrent trustees are more likely to be representative of peers and 
predecessors than (jf^€fv3nt^t;af^ clients and constituencies...."^®? Operating 
along with. coo ptiqrt is the practic^^^of^QpUegialil^ which rationalizes the present 
one-dimensional,' oiublike nature of foundatiop boar'ds. Ai>*jrn^f.^pt5Wi^ by the 
Russell Sage Fourrdation approvingly discusses collegiaj^^'m^^r^imply' considered 
to be cpngenialitw (emphasis ad<ied), as a qualifying 
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Ihp°H^fi„v ''"/^^'"ir'-- ^"^'"^ °.' °^ a foundation should meet 

the definition of a collegial group, as an organized body of men fsicl who a 

'nJr^ ^'Tl^ """^T" and duties.- Initially most foundations 

hic f?i» ^ ' "^"^lly includes himself, one or more members of his family 
h,oSn' I'"'" ^pociates and perhaps one or more admired outstand- 
Ptliv t K °%P^°^«5'0"al specialists. Cultural and educational background are 

Shiiitv r°, 'Tr*^"",'" '''"ii^" P^o"». as is also ideological com- 
patibility. Collegiality IS also enhanced^ ly the< selection of individuals who 

ntl f thei^^areers and consequently are un- 

likely to attempt to take personal advantage of a trusteeship if only for the 
reason that they have, little or no need for extra material rewards. These are 

onri?^ ".'f-. °' '"/^''^ °^ t^"5t^« and not a matter for cate^ 

gorical criticism, particularly in view of the fact that a foundation in the be- 
ginning is simply a device /or the convenient philanthropic expenditure of 

alZ v ini u"'"''^ !^^'' 'P'"' anything from- charity to profli- 

gate living on the basis of personal wjiim. Similar criteria of collegiality con- 
tinue to be influential in the selection of trustees after the donor is no longer 
fch.-lo '""fv ^ "^'^^ I.^' exception that ordinarily there is. a rapidly dimin- 
ishing regard for former business associates and friends of the donor .2 S-' 

According to this viewpoint, to be "effective," a board member should be 
S^ound 7and nf iJ^^'^S'^l'V standardized, and' from a similar class and oc a 
^tCgeieCSsl?:iiSsT^ "''^ " '''' ""^^^'^ -Sft 

EJ£L:ii6:!^Z:S^lTj^y?' the^ciation of Black Foundation 

The "co'llegial" nature of most-foundation/Tards'^nd .the implied compati- 
lilhLv 'I "ecessarily be an asset. In f/ct, it may, in some instances, be a 
lability that could detract from the foundation's interest and social obiectivdii 
in^ terms of prevailing public attitudes.^ «^ ) oDjectiv^ 

Zurcher hords a similar view -XhaTS^more' effective a board should rec'ruit 
trustees from a variety of professtem^b social'strata.^" 

We shall argue that ' minority interests)are likely to be more effectively and less 
fKrinI ^1^ ''''"^ ''V dm^sin^ foundation boards! and tha 

the present self-perpetuatmg"-ctohtf^g^^,rocess requires modification. "Congenial ity" 

buSssmen.f''''''''"^ "^"^ '° "^"''""'l carbon copies of male WASP 

A few fdundations haie tried to ^neet L obje:tioJs to' cooption. For example 
3inT r'i' indumJent in specified community 

positions or that vacancies be filled by the appointment of such>incumbents 
^nrZZ° ^"^^ " ^'"'^"'^ distribution committees composed' in iaTge part of 
I'niry Sons °" '''''I'' incumbents pf.designfted com- 

the possibilitie* for changes in governing board selection merit discussion "bit 
very few policy chafiges designed to make boards more representative can be citS 
among private foundations. There has been some concrete reform in terms of retire- 
ment age; several major foundations have now set a mandatory retirement age of 70 

absence of oth^r reforms, does . * 

... little more than increase' the mobility of the foundation trustee^elite with- 
out altering its narrow social, econopiic, educational and religious basis There 
IS no, compelling reason to believe that a 30-yearold white Protest^! banker 
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lawyer, or businessman ha§ a more empathetic understanding of . . . American 
life than h^6Q-yearold colleague,,^ 

As previously noted, the very existence of tax-exempt foundations is supposedly 
justified by their potential for creati.v^ and responsive pj^nthropy. If such philan- 
thropy is to reach the djversified groups of disadvantagea and ethnic Jjiinoritits in 
productive ways, then the representation of broader interests in decision-making 
positions is presumably required. Without such representation, paternalistic practices 
prevail (See data in Chapter II.) Corrective action, declared the Peterson Commis- 
sion, requires "democratization.^^'' 

The inclusion of minorities, on boards increases the/H<now'ledge base and life 
perspective from which trustees make their decisions. Of course, avenues exist 
whereby concerned, board members might sensitize themselves to 'minority view- 
points in the absence of board diversity. Many foundations have used minority con- 
sultants to good advantage. Trustees of foundatiorrs vyith adequate staffingjiave an* 
additional source of information. Such efforts, however do nqt represent a substi- 
tute for actual representation. 'Indeed, over and above the inclispensable functional 
role mineftty^^ustees can play (not inevitably w/// play) is another equally im- 
portant issue - that of socialiy^e. Foundations should be forerunners and not 
laggards in acknowledging andnjrthenn^the dignity and equality of alt peoples'and 
races in American life. 



Staffing 

Policy-making responsibilities ultingately belong with the trustees but in practice 
are frequently^ shared with staff. Small staffs of many foundations are dominated by 
donors or donor families and trustees. In the Carnegie Corporatiori, the president 
and staff have broad p'fogram initiative with few objections from the board, while in 
others, specific policy areas are delegatecl to the staff and others acted upon by the 
trustees. Foundations with fully developed administrative positions are heavily influ- 
enced by the quality and decisions of their staffs.^-*® " * '^^ f 
. Recent studies of staffing have. found that most foundations employ few people; 
such staffing as exists is concentrated in the well-endowed, general pur^Jese fdaii^a' 
tions. The Peterson Commission det^mined that only one fifth of the foundations 
surveyed had any paid staff, including, secretaries, while only 5 percent had any 
full-time paid staff. Virtually all orgaptzations with assets over $100 million had 
staff, as compared with only one sixth with assets of less than $1 oiillion.^®' 
Zurcher and Dustan's 1970 study described a similar situation. .Utilizing a sample of 
662 foundations specified to include all those most likely h have fujl-time or part- 
time nbjnclerlcal staff, they^ldenflfied 1,062 full-time *'admlnistratoV$^" - or persons 
concerned with foundation management - *'all those who derive tfieir livelihood 
and occupational satisfactions from serving a foundation in a ppst ab6.ve'the clerical 
level.**^'® Of the total, 25 percent were employed by The Ford pound^ibin and 15 
percent by the Rockefeller Foundation. Eleven other major founijatlorts tepm* 
monwealth, Danforth, Duke, Houston, Kellogg, Kettering, R.K, %Q!^'mott, 
Rockefeller Brothers, Sloan, and the Carnegie Corporation) contribute<^ ll^^^l^nt 
to the total.^'* ^ 

A report to the FNer Commission of a survey conducted ]py the CouteiJ,^ 
Foundations, based on a questionnaire responded to by 572 foundations, I^^W' 
tected an upward trend of a 25 percent increase in executive staff and 4 sjrif\?ljr 
Increase in ''other staff" for the period 1968 to 1973. The Tax Reform Act ^'s 
cited as a fnajor change catalyst, especially regarding nonexecutive staff.^^f Tne 
Council noted that 34 percent [of its respondents had no executive staff and S6 
percent had no "other staff/' T|ie Ford and Rockefeller Foundations werfe fouTi^'to 
^ ipldy nearly one.quarter of all staff feported, ' ^ 
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The Zurcher-Dustan study explained the minimal level dt professional staffing by 

... the absence, among the great majority of foundaticflK, oT a philanthropic 
program that required specialized knowledge of philanthropy and the capacity 
to identify high priority social and cukural objectives - needs that a trained 
paid staff Dcr^s^^ou Id presumably satisfy. ' 

According the study's findings, 68 percept of the^oundations examined indicated 
/ that their operations were purely "supportive," i.e., they channeled their resources 

to established charities; a more flexible classification of "supportive" foundations 
^ raised the percentage to 90.^^^ 

If the existence of a^-staff increases the likelihood of innovative and independent* 
as opposed to "supportive" programs, then minority concerns are probably better 
served by staffed foundations. Ttus, attention might be devoted to increasing staff 
levels and decreasing the ^numbers of small conduit-type foundations which cannot 
affoPd- staffs. However, a simple increase in staffing, we stress, need not necessarily 
change grant-making outcomes. ' . < , 

As might be expected, the minimal imporunce attached to the need for 'staffing 
was extended to attitudes concerning personnel management. Selection processes for 
staffing were found to be informal and in -large part ba^is^on persop^l connections. 
The iurvey revealed that 40 percent of foundation administrators were appointed as- 
a result of a direct recommendation of a staff or board member.^^^'*' friendship or 
relationship with a donor was also a popular avenue into foundation administration. 
>?Zurcher notes that "whom one knows is obviously important if one wants a founda- 
tion job," The tendency, then, is to fiftther the elitist atmosphere manifest on 
the trustee level. However, reform of staffing selection could be undertaken v^ith 
minimal structural changes In comparison with th^ modification of procedures for* 
trustee selection. 

I" case of boards of trustees, large and srpallXoundations' which have_ 
smaTTslaffs are mainly white, , male, middle and upper class Pft)t«u^ts of Northern 
European ethnic origins with^ivate college education. Largp found^ns> with de- 
veloped staff are niore diversified. The small but gro\ying number of minority ap- 
pointments in such foundations is apparently concentrated at specialist rather than 
general executive levels.^ Zur^cher and Dustan attributed the lack of race a.-d sex** 
discrimination issues in their ^returned questionnaire to the general abs^ce of 
women and minorities from foundation administrative positions. (Though lurcher 
and Dustan have written the most complete study of foundation administration 
currently availabg, their questionnaire' neglected to ask about the ethnic background 
of admmistratorW The latec inclusion of ethnicity in their discussion might be an 
afterthought and thus indicative of a prevailing attitude of neglect on the subject.) 

. Most! foundations with blacks on their staff have added them only recer^tly, 
despitfe the organizations' professed, and usually sincere, concern for the 
welfare of the black minority and the creditable record that som^ foundations 
made even prior to World Wat II in tackling minority problems,^ " ' \ ; 

Thfe study' found that orily one or two inajor foundations had a woman chie 
executive.2 9 8 jhe Council on Foundations hafc teleasejd the results of a survey o 
their membership regarding women administrators. Itjs interesting^ to note that'th(5 
council undertook' the survey in response to RejJresentative Mar'tha W. Griffith's re- 
quest for data. Mo similar demand for Information on ethnic minorities his becofpe 
manifest in terms of concrete statistical data. The styntied sOrvey effort of^h? Asso- 
ciation of Black Founctf^tjgtn fxe^ves is indicative of the low priority given these 
issues. ' m ^ f . ^ 

I A complaint by an Indian spokesman in/1978 noted that 

. . . no foundation has as yet taken^t^e trouble to put an Indian on its staff. 
fA couple of years, ago the Ford Foundation was urged by Indian groups lo 

erJc -"^a* ^- ■ 
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hipe Scott Momaday. the award-winning Indian, novelist, as a consultant, but 
nothing came of it.) The result »has been a<good deal of floundering* by 
'foundations interested in launching, Indian programs and a good deal of bitter- 
ness among Indian leaders.^ 

.^'A respected Chi^ano leader noted in a 1974 speech to a segment of the founda- 
tion community: 

... I know of only one Chicano who is a member of a board of a founda- 
tion nor have I seen any affirmative action programs with regarcT to Chi- 

canos....^^^ ' / ; 

Hearn of the Association of Blaci< Foundation Executives recently stated that 

... there's nobody [black] in the top administratfon of foundations. Jim 
Josephs was the first and only black executive director of a foundation with 
asset size over twenty-five million dollars. Harriet Michel is an executive direc- 
tor of the New York Foundation, and Carl McCall was tlw executive director 
of the John and Florence Schufnan Foundation, but their asset sizesr are 
smaller.^^* 

The desirability of diversifying foundation boards and staffs -has recently been 
buttressed by a legal opinion delivered by the U.S. Court of Appeals for the Second 
Circuit. Though the suit alleging racial discrimination "against a foundation was dis-' 
nfiissed, the issue of "state action" was found to be applicable. Hence, actions re-, 
lating to racial discrimination in distribution of grants and appointment of Jtrustees 
by private charitable foundations could be considered to constitute governmental 
action by virtue of tax e_xemption and pubijc functions. Such an opinion, if upheld, 
wuld allow damages to be brought againft foundations under the^Civil Rights Act 
various other federal reliefs couldbe sought. ^ 
Stated policies of foundations relating to democraitization of boards and staff are 
scant. The Qrnegie Corporation in 1971, in a report approved by the -board and 
summarized in Foundation News, 

... affirmed [its] general belief in 'a diversified board of trustees, provided 
always that the first considerationJn selecting new trustees must obviouslv be 
. their personal quality and potential as trustees; (it) favorfed] increased diver- 
sity geographically, in professional career backgrounds, by sex, jn minority 
group representation and in age.^^^ 

It is interesting to note that in the summarizing article, the composition of the 
board was related by geography (only two trustees outside the East) and by sex 
(only two worpen trustees), but!not by minority group membership. Nevertheless, 
the policies adopted by the Cai'neflie Board represent much needed steps in the 
direcftqn of democratizing narrow^Jsed boards* 

Cummins Engine Foujj^^n of Indiana changed its focus in 1970 to in- 
major commitmen^r'io the blaQk community. Part of the foundation's iri- 
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foundation's staff.^^^ 



volvement included the initial hiring of five black program officers to be included 
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The Council on Foundations adopted an Affirmative Action policy in 1-972 and 
implemented a program to assure ^'equftable employment of women aod persons 
from minority groupsin each job category 6f the council staff. 

The Ford Foundation has actively hired minorities in the past, and recently 
posted an innovative "External Affirjnative Action" policy, emphasizing the hiring 
practices "with respect to equality of opportunity for women and merfibers of dis- 
a*dvantaged IViinorities" of grantee organizations. The Amos Wilder Fecundation, 
has also been cited as clearly committed to affirn^ative actio n.^^^ 

^' 285 
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The Russell Sa|e Foundation tried an experiment in which its own administrative 
policies were critiqued by socially concerned outside professio^ials. One area of dis- 
agreement between the critics andahe foundation related to composition of the 
board: 1. 

. . . the sentiments of the foundation administration were against providing on 
the bc^rd oTTtrustees for specific, designated representation of the many 
diverse' views m American society of what the foundation might do. Instead,^ 
further effort would-be made to expose the organization to challenges. " 
Productive tension would be sought, but not^paralyzing conflict.^^'' % 

' The man who is president of both- th^Swuel Roberts Noble Foundation and 
the Conference of Southwest Foundation^ jfts straddled the issue: 

Over the past few years we have been repeatedly enjoined by the experts to 
broaden the representative base of our boards - to add members with differ- ' 
ing background^ and viewpoints.. This is an attractive fheory but not always 
workable in fact. It smacks suspiciously of the quota system. Potential memv 
ber^ are best selected on their proven ability fo contribute effectively^'. . . The 
seeking of quality r^rther than tokenism* should be paramount to evefy^other 
consideration.^ K 

Few other policies as positive as those of Carnegie ancf Ford or as frank anfl 
unsatisfying as that of .the J^usseJI Sage Foundation. have come to light. The Assgcia- 
tion of Black Fc^undatio*n Executives' survey* of foundations mentioned previously 
uncovered only two foundations with clearly enunciated policies: Ford.ancTAmos 
• Wilder. 

The_ consensus, then, in the literature and among minorities is that«employment 
and appointment poli^cies have-not yet reached equitable levels.of representation in 
foundations. ' ^ 

• ' * /■ 

* I 
Dissemination of Information and Technical Assistance 

The companion half of a foundation's a'^inistrativ^ and structurarrefationship 
to minorities involves Its efforts to reach out to minority grantee organizations, 
both by ■ disseminating information about foundation programs and evaluation 
aiteria to potential applicants and by providing technical assistance to potential or * 
actual grant applicants. 

There has been a steady streang of exhortation by foundation representatives on 
the need for more open and far^eaching communication. The advice has been 
buttressed" by /stricter governmental emphasis on reporting. Nevertheless, many 
foundations sti I exhibit ^ strong penihant for privicy - one observer calls it an 
"enclave menuiity."^^* * - ■ v 

The low response rate by foundal onS to survey research^^udies can . 
partly attributed to an absence of st ffing. One source has detailed some 
traditional rationales for secrecy: th 5 linkage m the minds of dortors b 
foundation affz^irs and. the prerogativ s of "private" property; a conviction 
staff and! trustees that exposure of their grar^ decisions could aeate inconveniences" 
a belief ^hat publicity would bring in unmanageable flood -of appllcalfons; and a/ 
fear of generating external criticisms and restrictions on programV^ > . y 

\ The privacy blanket has been pulled over many avenues of potential information. 
Though Jinformation returns have been required by tfje federal^government since 
^ 1942, fcundations have been derelict in reporting and have often filed cursory or 
even ini:curate forms. The more stringent requirements of the 1969 TRA in'regard 
to the IRS 990 Information Return are still limited in impact. Although provision 
of tjje liw requires foundations to notify the^bflic.of the availability of an annual 
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report In a newspaper of general cireulation, 981 foundatipps in 1971 placed the 
required advertisement m the Nav York Lav/ journal, which has a circulation of 
only 8,969.^**^' 

The publication of ar\ annual report is held to be an indication of a willingness 
>to offer so mewhat more than perfunctory information to the public. Before 1969 
reports were published by 140 foundations of 6,803 listed in the third edition of 
. the Foundation Directory.^ ^ The Foundation Center is currently receiving 278 
such reports.*^ The Council on Foundations' survey revealed t^t ^ percent of 
respondents do not publish apnual reports, 57 percent do not publicize grants in 
other ways, and 72 percent do not encourage grant recipients^ to publicize 
grants.^*"* 

The Peterson Commission addressed itself strongly tc/^the issue of foundatipn 
secrecy It quoted justice Brandeis, who said "Sunlight can, be the most powerful 
disinfectant."^*^ 

The Foundation Center has often pleaded for more foundation responsiveness as 
a professional obligation. It has discerned a more affirmative effort since- the 1969 
TRA, but still is ^disturbed by tbe "barest pej^missible outline" submitted by some 
groups. One editorial in Foundation /Vews declared that, "foundations are' going to 
have to learn to 'Communicate Freely, Or 'Die'." Represenative Martha Griffith has 
commented that the intent of Congrei ^might well haVe been to put foundatioris 
out of business unless they do so.^*^ Senator Vance Hartke has publicly 'demanded 
more open response from foundations.^*'' 

Regional associations of foundations are also making efforts to increase disclosure 
and dispel secrecy. Twenty-three community and private foundation^ in northern 
California recently banded together td underwrite publication of a new foundation 
newsletter, "to^ reach individuals and organizations concerned with or affected by 
the policie5,^prbcedures and activities'of sponsoring foundations."^*® A Minnesota 
Council on Foundations has been created in part to provide niore inlFormation to 
the^public on foundation activities.^ *^ - ^ • , 

An example of a foundation attempting to 'reach a broad constituency is the San^ 
Francisco Foundation, which distributes, a newsletter commenting on grants, direc- 
tions, and devel6pments in the foundation fidd. It also has instituted a series of 
' luncheons to hear frofn persons who can helpf the staff "propose policies more re- 
sponsive to today's ferment of social and political change.**^^^ 

The importance for minority groups' of ^isserfiinating programmatic apd pro-^ 
'cedural information on foCindations can not^be overstated. Technical assistance for 
excluded groups is especially important in light of a pervasive feeling'lhat personal 
contacts are the most important determinants of grantsmanship success. One survey 
of grantor criteria for assessing proposal^ found some truth 'to such allegations, on. 
the basis of impressionistic evidence: 

^ One corporation president wrote that acquaintances account for IdO percent 
of the grant decisions ... A-laynian^ who contacted well over 50 sources in 
behalf of an especially important and appealing cause, reported that in - 
practically 100 percent of the few grants secured, personaUriendship channels^ 

' were an essential factor.^ ^ * - - *^ . 

I Technical assistance efforts would not only increase the likelihood of a successful 
application from a minority agency, but wQuld help ta mitigate the advantages un- 
fairly enjoyed by tho^^Uh personal friendships in the grant-making circuit. 

Certain found at lonrtand agencies have attempted to- bring basic information 
about specified foundation programs into the public domain, in 1)art to e/iable 
groups with demonstrated needs to enter the foun/dation grant-making arena in a 
more equal position. A relatively small number of foundations (numbering atout 
350» nationally) publish innual reports which list grants, policies, and application 
procedures.^ The San Francisco Foundation is a good example and one of but 15 
O the BSy Area which re1^$e information in that format. 
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A productive experiment conducted by the Columbus Foundation of Ohio used 
television to maKe the public'aware of the foundation's existence and program. 
Public service time, t^lk show interviews, and donation of TV time (as well as the 
printed media) were^used imaginatively and liberally for area-wide exposure. As a 
result, grant requests to the foundation almost doubled. Of course, the foundation 
also increased its exposure to potential donors - and as a community foundation, it 
must meet a public support test to escape private foundation fee requirements.^^^ 

The Association of Black Foundation Executives cites the disseniination of in- . 
formation on funding of Black programs as one of its basic objectives. In San Fran- 
cisco, Pacific Change serves as an information clearing house and resource center for 
disadvantaged community groups needing money. A basic concern at Pacific Change 
i^ to fill the information gap, as through its informative and valuable book. The 
Bread Game, mentioned previously. ^^'^ 

The Ford Foundation periodically putj^out pamphlets highlighting it? require- 
ments for grant applications. The San Francisco Foundation *Jis at all times ready to 
advise potential applicants on eligibility requirements, and to provide help and in- 
formation ^on how best to submit a grant application proposal. "^^ ^ The Foundation 
Center has also distributed informational pamphlets. 

In general, hpwever, basic informative guideline^ are not available for public con-, 
sumption. Alore common is, a neglect of potential audiences, as revealed in an urh 
usUal internally instigated ''radical" critique of the Russell Sage Foundation which 
found that the foundation^ *'had remained totally isolated from insurgent and 
, oppressed groups and has l\m decreased the amount of "knowledge available to fhe 
* members of society who need it in order to« solve their problems. "^^^ 

In a similar vein^,few examples were found of technical assistance ^nd outreach 
*to inexperienced groups. Indeed, two'^ttempts to establish a universal .set of evalo^- 
tibn criteria for grant applicants stressed the importance of a ''"track record" ^ 
demonstrated competence in the past. One Qoted that ''presumably the strongest/ 
institutions and peopk will do the best work. If that is true, foundations should 
seek out the strong ^nd avoid the weak.'*^^'' The other stated that a project should 
be *'under^the management of peoi)le y/ho have demonstrated their confipe.tence, 
both [in] general and in the specific field, their responsibility ^nd personaltcommit- v 
nr|ent to the enterprise and 'their readiness to cooperate with others. "^•^^ V 

The dominance of ^'brokeragfe" groups as shown, in the data of Chapter II tends 
to confirm this disposition. On the other hand, members of minority groups urge 
rfthat more consideration be given to organizations whiqh are untried, and which are 
unfamiliar with the necessary procedural elements of grant application.^^Q Hearn of 
ABFE has emphasizec^fhe 

need for technical assistance by groups unfamiliar with foundation gfant- 
making procedures to enable them to adequately present their ideas and pro- 
posals. The' danger in foundations providing technical assistance though, is 
what may.be called the "implied promise," where the groups you are assisting 
develop expectations thatjn fact you will fund them. I think we have to e;ft- . 
pect that and deal with it, since we are generating a new set of procedures 
aiid relatior\ships between grantors* and grafftees. 

• " - . ^ 

Grace Olivarez of the State Planning Office, in Santa Fe, New .Mexico, and a 
director of the Council on Foundations, recently urgbd* large foundations to estab-- 
lish regional s)tations *in.the Southwest and Rocky Mountain* states "so that the^ 
problem, people and areas that are not nationally visible could stand a chance of 
getting private fOnds."^^^'We have' shown in Chapter fll that groups removed from 
, the Northeast have a pronounced handicap in obtaining diversified foundation 
' fuhds. 

/ Another minority spokesperson, Victoria Santana, associate tribal attorney, 
^>^lackfeet Tribe, reflected a common opinion which underlines the need for chan* 
O teria in foundations: • ^* 
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1 object to the thinking on the part of foundations that things should look' 
"professional." There are many who have learned to write pretty proposal?. 
But there is ai difference between a proposal that looks pretty and one that 
really works. Some organizations can be professional and it might not be re- 
flected in their proposal. 

^ A few foundations have made technical assistance efforts to low visibility groups, 
encouraging them and learning from them. The Akbar and Elliott foundations joint- 
ly use a field person for Indian programs. He is one of the few full-time foundation 
investigators and troubleshooters for Indian programs (The Ford Foundation also 
uses such personnel). "He comes to i>s ... we don't have to go to him," stated one 
Indian observer.^^^ 

We have discovered no substantial trend toward technical assistance for minority 
,groups, however. When criteria have been detailed for evaluation procedures, they 
are more likely to emphasize qualities associated with proven as opposed to untried 
organizations. The* time and effort necessary to cultivate inexperienced groups are 
apparently not.worth the attempt, according to most foundations. 

\ 

' This study has attempted to cuJI data, wHiich have bearing on the responsiveness 
of "foundations tp minority concerns, from a wide range of sources. The fact that 
much of the evidence is impressionistic and disparate, at times tangential to the 
' m\qx issue, is a reflection of the paucity of systematic study and thought which 
has been devoted to the subject. We .believe that the questions raised regarding 
•foundation involvement in institutional change, in high-risk projects, in minority- 
controlled efforts and the pleth'ora of related issues is central to any consideration 
flf the place and privileges of fotjndations in today's society. 
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Appendix 



Table A-1 



Dollar V«lu« of CrAnts to Pzoqrw Benefiting? Do«e»tic Sp*rvi»h Heritage PopuUtions 
Accordin9 to Ethnicity of Benef iciarie* and Ethnicity of Recipient Xgencie^^^ 1972 throuqJv »<4rch i974 



ethni^ty of 
Benef Iciaries 


Total, 
KU 

Grants 


Ethnicity of Minority Recipient 'Agencies 


Non- 

Minority 
Agencies 


Agency 

Ethnicity 

Unknown 


Subtotal , 
Hinor ity 
Aqencles 


Chicano 


l>uerto 
Rican 


Spanish 
Speaking 


Ki/ed. 
Other 


Total 


$^.557,490 


$5,085,202 


53,387,780 


$1,235,150 


$82,272 


^380,000 


$6,070,038 


$402,250 


Chicano 


5,614,495 


3.144.280 


3, 144,280, 








2,455,215 


15,000 


CutMn 


50,000 












50,000 




o 

Puerto Rican 


2,174,285 


1.235,150 




1,235.150 






908,885 


30,250 


Spanish Speaking 


.1,446,796 


304,772 


222,500 




82,272 




1,08^024 


60,000 


Mixed 


2,271,914 


401,000 


2 1 , 000 






380,000 


l,573,9'i\ 


29%, 000 



J 



Table A-2 



Mu»ber, Ki^y* anil Doll*^ Value of Grants to Progra»8 Benefiting DoMstic 
TrcM Specific roundatiorf* Actordin<j to Ethnicity or Non-Ethnicity of R«cipien,t 



Spanish Heritage l-opulations 
Agencies r 1972 through March i974 



NajM of roundatlcn 

/ 


Total, All Grants 


Rank, 
Coabined 


Subtotal, Minority 
Recipiant Agencies 


RanX 


Subtotal. 

Non-Minority , 
Recipient Agencies 


Rank 


Agency 

Ethnicity 

Unknown 


Dollar Value 


Nu»ber 


Grants 


Dollar 
valua 


Number 


Dollar 
Value 


Nunber 


Tou^ y 


Sll,SS7,490 


21? 




$5,085,202 


85 




$6,070,038 


119 




$402,250 


Abe la rd/^ound« t ion 


IS, 000 


3 










15.000 


i 






AJa>ar rund 


S2,000 






25.000 


1 




27,000 


3 






Xator ro^^rdatlon ' 


IS, 000 


1 




15,000 

f 


'l 












Boettchar 

foundation 


23,900 


4 




6,300 


1 




17,500 


3 






•racken ridge 
foundation 


10, OW 


1 
















10,000 


Buffalo roundation 


6,750 


1 

* 
















6,750 



'Rank ordar of fou^atlons according to dollar value of grants awarded 
lUnk I i» assigned to the Mundatlon naking the largest total grant awards 
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Table A^2 (Cont'd^ 



\ 













lUM of roundAtion 


J Totsl. T^ll 


Grsntt 




Unk. 
;o^in*d 


Subtotal. Minority 
Mcloitnt »<J«nci.«a 


Hank 


Subtotal, 
Mon'Minorit) 
Mcipiant A; 


ancia* 




Aqanoy 

Ethnicity 
Jlrvknown 






[Mllsr Vslua 




Irsints 


Dollar 
ValvM 


NuMb^r 




Oolla'r 
Valua 


NUabar _ 






•uah roondatlon 


$10,000 












$i0.000 


I- 








CafrLtx PoixidAti%d 


1 10.000 












10.000 


1 








CA^ar foundAtiorv 


9,000 






S9.000 


1 














Cam*qi» Corp of 


1.3l«.i00 




2 


808.400 


5 


2 


510.000 


' 2 


2 






CMc*«f> Co«unlty 
Trust 


46.4S0 






'46.450 


3 


10 












CUrk (B. M.) 
roundtt ion 


260.000 




7 






«» 








$260,000 




CUDt (R. S ) 


56.070 






10,000 


1 




46,070 


' 3 








ClavalAM 

ro^Jndttlon 


28. $25 












28r52 5 


1 








COMlttM of th«^ 

INn. ChATity r\in<S 


145.21) 




12 








145,213 


8 


9 








$389,595 




3 








$389,595 


2 


3 


; 




Cuming* ^ ) 
rowvUtion 


6.750 


















$6,750, 




tSSO Education 
founds t Ion 


28.900 > 












> 28.900 


\ 








r<0UAd«t ion 


5, "boo 




9 








\ 

5,000 










riald roundstion 


2)1 (OOC 






$157,500 


7 


4 


58,500 


4 




15.000 




ri*i»h**An (Ji C ) 
* roundstlon 




* tf* 










68,000 


2 








ford roundst^on 






1 


3.045.000 


12 


1 


2.541.844 


14 


1 


• 




roundstl'bn for 
Child D«v*loj»«ht 


^ 












7.490 


^ I 








ruftd for tha City 
^ of Nev York 


15.000 










! 


15.000 


2 








C*n«r«l Blactrlc 

roundatlofi 


$17,500 ' 








- 




$17,500 


2 








1 » 

Foujvdst ion 


56.700 












56.700 


4 








Bsrtford roundstior 
for Public Givinc 


J 62. ^5p 


V 




$46,950 


1 


9 


16.000 


1 








Chsrlat Ksydan 
l^oundstlon 


10.000 






10.000 


1 














Ik^lltxalla 
rounUt ion 


IS. 200 












15.200 


r 








HysM (C. M > TTU« 


t 25^000 
« 






■ 






15.000 


2 




$ 10.000 




Irwlri«Sw«an«y- 
Nillar roundstio 


^ 14.000 






14.000 


1 














Johnson (K. M.) . 
rounds^on 


365.000 




6 








265 .0<» 


, 2 


5 






'x*llo99 (W X,) 
' rou\d«tion 


t 

150.480 




11 








1S(].480 




8 
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* * * I Table A-2 (Conf d) 



* 

Mw» of row<Utlon 


Total, .All Grant* 


lunk, 

Coc^in«d 


Sufrtotal, Klnorlty 
Kccipient Aqtnctt* 


Kank 


Subtotal. 
'Mon-*ynortty 
tUcfplcnt A<}*nci«< 


flUnk 


ethnicity 
Unknown 




dollar Value. 




Grant* 


Dollar 
Value 


KoBber 




Dollar 
Value 


Nuabe^ 




Xr«M (S. N.) 
roundAtlon 


$ao.ooo 












«0,000 


1 




■(? 


Lilly tndcMwmnt 


235,000' 




8 


^$25,000 


1 




210,000 


1 


6 




iuem (N.) 
roun<S«tion 


100.000 




17 


65,000 


2 


8 


35.0QD 


1 






K*cy (J.> Jr. 
rouxxUtion 


is.apo 






f * 






18,300 


1 






MATkls (J N. ) 
round«tlon 


152,277 




10 








152,277 


2 


7 


r 


H*y»r <E. A.) 

f oun<S«t ton 


105,000 <^ 




16 


45,000 


3 


0 


20.0^0 


1 




$40,000 


llilv«uk«« 

"foundation 


10.000 






• 






10.000 


2 






Hoody roundttlcn 


368,629 




4 


83.650 


2 


6 


269.979 


6 


• 4 


15.000 


MtloMl HOM 
Llbr«ry ro^A<l«tion 


10,000 












10,000 


^ 1 






Rm IUv«n 

round«tion 


55,749 












. 55,749 


1 






R. T. Cowunlty 
Troflt 


22.000 






$22,000 


1 










\ 


Rm Tork roundatlcxi 


25.000 

-J -J. , 






25.000 


2 












MOV** (J. S r 

roundfttlon 


ii5.aoo 




15 








115.800. 


2 






PWilU (T. 
Tcnniatlon 


11.000 












11.000 


2 






fftittmt <C. L.) 
ft«a«jirch rourt<Utlon 


lO.ftJO 












10.930 


1 






rhllAftolphU 
foufwUtion 


36.800 






4 

14.000 


1 




^ ■ 2 2 , 800 


3 






Public ttelfar* 
fouAd«tion Inc. 


10.000 . 












10,000 


1 






troth«rt Pund 


$280^700 


10 


S 


$208.7^ 




3 


$72,000 


3' 






ModuiftlUr 
round* t Ion 


16„0OO 






15,090 








- 






lkos«nb«r4 

roundktlon 


50.925 


> 




11.280 






39,645 


2 






S«ch«a r\jnd 


loT^>5^ 






lo.pbo 








* 






Foundation 


25.871 




I 


01 15,000 






10,871 


1 






Sm rruci^oo 
roondfttion 


86. 972 




20 


71,972 




7 


15,000 


1 






rouo<S«tion 


135.000 




13 

— i 


85.000 




5 


1**^— - 

50,000 


1 






Sin9«r COMpuiy ^ 
Foundation 


20.000 


, 2 » 




20,000 














Sloan Foundation 


■ r 

S8.720 




19 




t 




88,720 ' 


2 










> 




\ ' 






\ ■ 




■< 




* * 


\ 






Tibl« A-2 (Cont'd) 












totals 




Coabln*d 


Subtotal. Minority 
Ibcfpiant Aqaoci^M 




Subtotal. 
Mon-Ninority 
Hacipiant A««a«i«a 


Itank 


■thMldty 


c 


• 


DolUr V«lu« 




Cranta 


Ool.lar 
v«lu« 


NUitMr 




Dollar 
MValtM 


Muabar 






t 

4 


9t«rn rund 


$47,000 






$25,000 


1 




t 






$22,000 




•urAu rotndAtlon 


5,000 " 






5.000 


1 














Tiak«r Vou^tlon 


118,500 




14 








$118,500 


3 


10 








57,720 












57,720 


3 








0. S. StMl . 
rooadatioo 


20,000 






5,000 






15,000 


1 








roontetlon 


25,000 












15,000 


1 s 








Victor U 


* W,00O 


• 


18 


• 42,^ 


'4 




56,500 


4 










J5,000 




-I— 


' 30,000 


2 




s.ooo 


1 








Vooedation 


30j000 






r ~ 

10 ,,000 


1 




20,000 


2 








-\ 

wcsttm N«v York 
Foundation 


J6,750 


















$6,750 




Walbolt ruM 


57,000^ 






$15,000 


1 




$42,000 


2 








Moods Ovaritabl* 
nmd 


45.000 






35,000 


4 










10.000 




Z«lt foundation * 


12,930 , 












12.830 


1 








Ztlltrt>«ch 
ruiily rmd 


7,500 






7,500 


1 













ERIC 



Nujibar and Dollar ValtM of Grants ^^^^^^ 
to Spaciflc OoMjtic Spanlth Haritaqa Minority R«c4pi«nt Aqarvciai 
frtM all Haportiiig roundatiorw. 1972'throuqh Margh 1974 



i^MMM Of Minority Mtncy ^ 


Grant 


1 Rec«ivad 


tAMbor 


Dollar valua 




85 


$5,08^,202 


AndroMda 


1 


20,000 


ASPIRA, live. , 


13 


422,000 


ASPIM of AMrica 


8 


106.000 


JISPXRA of Illinoia ^ ' 




r 


30,000 


ASPXM Of N«v Jaraay ) 


1 


7.500 


ASPXM of York ^ 


2 


260,000 


ASrxM Of PannayWtnia 


I 


14,000 


ASSrA coOTunity Conaittat 


I 




MRl9oa D«I NuMO D«I Mrrlo 


1 ' 


• ^ 18,700 


»ilin9ual Childrtn't Taltvlaion 




I 


17S,000 









\- 



Tabto A-3 (Corftd) 






MM of Mlx>orlty A9«ncy . ^ * 


7 Grant* Mcalvad 












v^M nMPwnlC 04 Ml let ATtCS f « • 




' S,972 


C#ntroi Cultursl ^ ^ 




6.300 


CtilcAno XfMll«n tt^udy Ccnttr of QjTf^on > 




*15,000 


ChlcAnot po !• Ciutt ' ) ^ 




' 35oToOO 






10,000' 

1 


CcMlition for N«xic«n AmAcah Affairs \ 




W.ooo ' 


OOMlttM for • Unified il«v«rk * 


^» 1 


: -V- 


FOCOS CtimXA OvltntJiti'on C«nt«r for SpaniA) ' ^ 




^ ^0.000 


FMidly Tutorial Pi^oqzte * 




2S.0O0 


tnstituto Chicmo d«^t«i'y ArttMniai « 




14,000 


XntftritfttA S4M*xclt AsiocittM Chic*no i 

consultiiKj/^fln) 




2S.000 


Z<A Kaxa Eu Accion Ijocal , ' 


2 


'28,500 


' ^ =-=^ '—^ 

NAXictn AMxican Council for'Zconooic Ptoqrcta 




S8.6S0 


Naxican AjMricAn- council on Bduotion 




• 19,450 


: = '^^—^ ^ 

Itex^CAn AMricAn L^^al Dcfanae Fund 


N 1 


" 27,500 


Nwilcan ^MTiCAn tmq^l D«f«nM fi Educationji/ Fund 




423,400 


MaxicAn AJMrican Unity tlouncil 


*f 2 ^ 


^ 600,000 ' 


; — ' — y 

Mid'^Ntat Council of La Raza ^ , ' 




25,000 


VlAtionAl Council of L« R«z& 
— 1 , 




425^000 


, North' B«y UuMn D«v«lopMnt Corporation ^ . 




20,000 


pu«rto RicAn &iiinAA^Mn^i Aiioci«tion 




4fe,9/;o 


Pu«rto Kican La^al Dcfansa Fui^ • 




75.000 , ' 


Puaito Kicjm Lt^al PafanM & Education Fund 




/ lasr.ooo „ 


Puerto RiCAJD KAHATCh 6 RAAOUTCtk CAnt«r 




1- 10,000 


PuATto JticAn TtAvelin9 ThfAtAr * 




'^40,000 


pu«rto JtiCAn Norkihop ' 




5,000 


Southwtvt Council of La ]Uza 
« ! i . 




' 496,28<f 


Sp«nia^ BducAtion'OAvalopMnt Cantar ' x 




25,000 


QpAMith SpAAXln? Unity Council 


2 


► ^c>p,ooo 


Votar IdxiCAtipn.Projact * 




^50,0qO 



^ 




'29r- 
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• Table . 

Dollar Value of Grants to Doawatlc Spaniah Itarlt^^e .Population* ~ « 
by riald of Sarvlce and 'ethnicity of Raclplant A9«nclaa, 1972 through March 1974 



riald of SarAca - 


Total ' W Ethnicity of Minority Recipient Aganclaa 


Hon- 

Minorlty 
Agencies 


A9*ncy ~ 

ethnicity 

Unknown 


All " I 

Grants | 


^Subtotal, 
Minority 
\genci«a 


i 

ChlcanO 


Puarto ^ 
Rican ^ 


Spanlth- 
Spaaklng 


,Mlxed, 
Other 


To tag 


$11,557,490 


$5,085,202 


53,367,780 


$1,235,150 


$82,272 


$380,000 


$6,070,038 


$402,250 


education < 


5,613,563 


883,180 


85,730 


772,450 


25,000 




4"", 7 10, 3 83 


20.-000 


Haaith 


' r 

392,895 


55,000 


»35,OO0 




20,000 




337,895 




htqMl Sarvlca 


344.500 


^293,500 


148,500 


145,OOCr 






51,000' 




^ TacfmicaV Atai'k* 
jtande & DavalopaMnt 


1.338,650 


1,073,650 


983,650 






90>000 


135,000* 


130,000 


WaUary 


1,131,860 


631,600 


348,400 


18,200 




265,000 


429,760 


70,500 


HuMnitlaa 


^ 498,722 


274,972 


189,000' 


73,700 


12,272 




82,000 


141,750 


IUli9ion . 


245,000 
a 












245,000^ 




Sclanca 


11,800 


11,800 




11,800 










G«n«r«l Support 


174,000 


145,000 




120,000 


25,000 




29,000 




Tvo*or Bora 
^Uidt of 's«rvlc« 


1,737,500 


1,647,500 


1,597,500 


25,000 




25,000 


« .50/000 


40,000 


Not Spaclflad 


69.000 


69,000 




69,000 






'I 
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• 






* 








4^ 


1 
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f 




J 

• 




if 

*\ k 
T 
























Table^A-SU) 








• 










DolUr Value' of Grants 


to Pro9ra»s^Benef iting 






* ' 






D«M«tlc 


Spanish Heritage' Population* By Ethnicity of Beneficiary 










and 


Ckoqraphic Coveraqe'^of GtAnt, 1972 


through Karch 1974 










Cthn^ity of 
Benof iClAries 


»^al. 


Region Covared by^ttrCnt 


V 




All Grant* 


National 


West 


Northeast 


North- 
central 


South 






Total 


^11,557,490 


$3,604,200 


$1,877,005 


$3,085,106 


$280,475 


$2,710,704 




/ 


ChicAAO ' 


'5.6U,495 


l,604yoo 


1,590,566 


10,000 


62,950 


346, 279 


• 




C\A>«n 


• 


50,000 




^ 






50,000 






Puerto Ricih 


2,174,285 


957,150 




1,056,610 


150, 5?S 


10,000 


• 


Sp«njl«h 


17446 , 796 


515,750 


145,049 


603,997 


§7,000 


115,000 


• 






2,'^, 914 


$26,600 


; 141,390 


1,414,499 




189,425 






























































« * 




























Table 




J 

ASib) 








% 


• 






DOllAT 


Value of Grant* to progr 


a 


A* Benefiting DoM«tic Spanish 






• 


H*rit*ge' PopuUtiotv by Typ« of Araa S«rv«d, 1972 throuqh March 


1974 










$6,255,966 




Local ^ 


$4,781,390 










1 

Rural^ 


143,^90 




Stata/R^gional 


3,171,900 










Urban 


and Rural^ 


5,007,154 




National 


■ 3,604«200 




• 






Not Specified 


150,480 
















To^tal 


11,557,490 




Total 


1 ^ 
ll,S57,490 














/ . 











, ; 
































* 










J» 








4 








•* 

i 

: * ' 


ERLC 

<■ 1 










2'^e\ 




« * 
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T9bi% AS 



Nt^^r^jluLDollaf V»lu« of Cr«nt« to Pr<y}r«M Ben«fttlnq DQjwstlc Mian PopolAtion* ir \ 
Aecor^lno to Ethnicity of &Mfici^i«s and Rtholclty of «#cipUnt Xg«ncU*. 1972 through August 1974< 



V 

Sthnicity*>of 


Total,, All Gr«nt» 


Subtotal, Vdnorxty 
R«ciPt«nt A4«j)Cte« 


Subtotal, 
Non-Ninorit 
MciDi«nt Xi 


fancias 


•MMflciATiM 


OollAZ Valae 


Nuaber 


tloUar * 
value 


Nunb«r 


'Dollar 
Valua 


Nuabar 


Total 


* 51,243.940 


42 


$269,290 


15 


$974,650 


27 


MUn MMrican 


43,939 


3 


30.000 

4 F- 


2 


13.939 


1 


Chin*** MMricM 


639,090 


30 


229,290 


11 


409, BOO 


19 


K0r««A AMric«n 


•V , 

• lO.OOO 


2 


10.000 


2 








43,600 


• ' I 






'43.600 


1 

r 


riiipipo 


l«,300 








18.300 


1 


« 


489.011 


V 




'4 


489,011 


s 









Table ^-7 

6 * 

Nuabar. Rank- and Dollar Valu« of Grant* to Prograaa »«>«fltlfi^ DoBwttIc Aalan^PopuUtlona 
rro- Spacl/lc roundatloni According to Bthnlclty or Non-Ethnldty of Raclpl.nt Aganclaa. 1972 through Auguat 1974 



A 



Naa* of Foundation 


Total, All Grant* 


Rank, 
Coaitoinad 


Subtotal, Htnorlty 
R«cipi«nt Aqenciai 


Rank 


Subtotal, 
Non-Mlnorit 
Racipiant A 


y 

{janciaa 


Rank 




Dollar valu* 


Nunb«r 


Gjanta^ 


DolUr'V 
Valu* 


Huabar 




Dollar 
Valua 


Kuabar 


total ' • 


SV. 24 3,940 






$269,290 


15 * 




$974,650 


27 




Akbar Fund. XL 
« 


30.44S 


2 


10 


30,445 


2 










Mtor (V.). MY 


35.009 


X 


9 


5,000 ' 


1 




30,000 


1 


« 


Caldar (LO. KY 


112,000 


1 

4 


3 








112,000 


• 4 


f 2 


riark (K. s.). tnr ^ 


15,000 


— 

1 










15.000 
1 


1 




Donnar (W, ) . KY 


30.000 


1 










30,00a 


1 


• 


riald, KY , 


30,000 


2 * 




5,600 


1 




25,000 


1 


^ 9 



• Ooa^rativa Rank 



of Foundatlona According to Dollar Valua of Cranti Awardad. 
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Table A-7 (Cont'd) 



Ham of Poun4«tian 




1 Cr4nt« 


lUAk, 


*. 

SubtotAl. Klnority 
IUcipi*nt AqancU* 


lUnk 


Subtot* 1 , 
Hon-Klnoricy 
HsClpiant Ao«nci«« 


lUnk 






CrAnt* 


DolUr 


1 Ku»b*r 




OolUr ' 
V«lu« 


Nui^r 




ford. NY 


$346,8)0 ^ 




1 








$346,830 


2, 


1 


Hy«M <C N.) 
Tniat. HA 




1 




$S,000 


1 » 










— 


20,000 


1 

^ 1 ^ 










20,000 


1 






w 

80 » 000 


1 


6 








80,000 


1 








<2 


7 ^ 


50,000 


1 


2 


20,000 


^ 


• 


York Co^nlty 
Trvst, Mr 




* J 


5 




• 




81,000 


3 


4 . 


York 
foundation 


20, odo 


) 




5,000 


1 




' 15,000 


2 


-A 


P«r«An«nt CKftrity 

ff\ttul MX t(*f^m nf t 
• ^"•if ^vOBW OI 1 


1 7,^00 


1 




17,500 


1 


o* 








l>dck«f«il«r 
•roth«r« rund, MY ^ 


lU,781 


3 


4 




, 




111,784 


3 


3 

* 




$60,199 




8 


$10,000 


1 


5 


550,199 


3 




roundAtlon, CA 


179, S^S 




; 


141,345 


6 


1 


37,840 


3 


7 
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Table A-a' 

Nuiab«r and Dollar Value of Gruits 
to Specific c A5i4n Minority Recipient Agencies 

fro« all Reporting Pourtdatlons, 1972 through August 1974 



N«JM of Minority Agency 


Grants Received 


KoMbcr 


Dollar Velue 


V To gel ^ ' ' , 


15 


$369,290 


Asian Law Ceucus, S.P., CA 


2 


30,000 ' 


Break Free, Inc., K.Y. , MY 


1 


50,000 


Chinatown Planning Council, N.Y., KY 


1 


S,000 


Ct»natown/North Beach District Council, S F , CA ^ 


2 


44,622 


Chinatown Youth' Project, K.Y., KY 


1 


■* r, 

\ I3,S8S 


1 — » 

Chinese for Affirmative Action, S P., CA 


1 


19,500 


Chinese Aaerican Civic Association, Boston, MA , 


< 1 


17,500 


Chinese Culture foundation, CA 


,\ 


10,000 , 


^ ' ' 

Chinese Golden Age Center, Boston, MA 


1 


5,000 


£hiA«S9 Youth Council, N.Y.#. KY ^ 


1 


16,860 


Korean Coeaunity Activity Center, N.Y. , KY 


1 


5,000 


Korean AiMrican Coenunity Service, Chicago, XL 


1 


5,000 


Oakland Chinese Coemnity'^^^ci 1? Oakland, CA 


1 


17,223 


2^8 









• 






Tibte A-9 




• 






• 








Number and Dollar Value of Grants to 


Programs BenefitJ^ng Domestic Asi A Populations 










^byPield of Servi<:e and E^hn-icity or Non-Ethnicity of Recipient Agencies, 


19]2 through August 1974 












Minority ^Recipient Agencies 


Non-Minority Reci 


pient Agencies 




• 


Field of Service * * 


Total, 
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Table A*10 

Dollar Value of Grants %o ProqrA«»8 *8«n*f i ting OocMftic A«ian Populations 
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PHILANTttROPIC FOUNDATIONS OF THE U.S. AND THEIR 
RESPONSIVENESS TO THE SPECIAL NEEDS, PROBLEMS, 
' . * ? AND CONCERNS OF THE HISPANIC COMMUNITY: 

^960 THROUGH 1971 

The National Council of La Raza''' ** 



Introduction 

, Private philanthropy has historically been in the vanguard of change. Whether it 
be tHe conquest of yellow fever, the development of the technology to start a 
"green revolution" in undernourished nations, or dealing with sensitive dojnestic 
issues of race and poverty private philanthropy in general and the big foundations in 
particular have made great contributions. 

However, of continued interest and concern -to the National Council of La Raza 
{NCLR) is the apparent unresponsiveness of grant-making charitable fourid,ations to 
addressing the problems and concerns of the Hispanic community.^ As a result of. 
thfs concern, NCLR initiated this exploratory study of philanthropic foundations 
'and their efforts to address the special needs, problems, and conceri^ of the 
Hispanic community. The research involved a time-consuming review of the grants 
listed' in the Foundations Center's Foundalion Grants Index (FGI). The period 
studied was from Septernber .1960, when the first issue bf the FGI wa^ published, 

through December 1971. . 

The findings reported here indicate that philanthropic giving' to the Hispanic 
community has been a history of minimal response. , 



StJUement of Purpose 

The purpose of this report is to determine the extent and patterns of philan- 
thropic giving to meet the special needs and concerns oi the Hispanic community of 

' the United States. . 

It fbctjjes primarily on philanthropic giving between the years 1960 and (971. 
This parttcular timeframe was selected for several reasons. First of all, the limited 
amount of jesources and the time table for completion of the study precluded) a 

, moj^ extensive research design covering a longer period of time and the utilizafion 
of other research techniques. ? „ • ' ' 1 ^ 

> Second, reliable data from which to make accurate generalizations of the extent 
and patterns of philanthropic giving to Hispanic groups is scarce. Prior to 1960, 
there was no single source one could go to where foundation grants irom all 
fojjndations were recorded and updated.2 This fact necessarily limited the scope of 
thestudy. * o . ■ . ' . 

Finally, this study seeks to complement a somewhat similar But more extensive 
study released in June 1975 by the Human Resource Corporation (HRC) of 
California entitled, 6/.S. Foundations and Minority Group Interests. The HRC stiidy,^ 
conducted under a grant from the National Science Foundation, represents an 
exploratory study* of philanthropic giving for the benefit of mirtorrty groups' in 
general from ll72 through March 1974. The HRC study no'fed that a study prior to 
1972 would be a worthwhile endeavor and a contribution to this anea of knowledge. 
The NCLR study, however, fpcuses on philanthropic givirig for the benefit of 
Spanish heritage groups, rather than minority groups in general. The HRC recom-. 
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mendation for further study is especially important since it is assumed that the Tax 
Reform Act of 1969' spurred foundatioa giying in the area of mirfority-group 
Interests.^ An additional (paAyst which sj^uld Havexipened the e-es/f Americas 
foundations to the minority situatibn in the U.S./^err<hejac^ disorders .that 
exploded in the summer of 1967. in more than a hun«i^ cities. 

The NQLR study represents an^ffort to- fill the voi\of know^dge of the trends 
of philanthropic giving for the/sppc^ififc beneftt of Span)h heritage groups between 
1960 and 1971. The finding/should give a fair indica^n'of what the extent of 
giving has-been in the past. /As a basis for comparison,\he report also identifies 
block grants- made for, the duat benefit' of Spanish ha-itag^ and other minorities 
(Blacks, Asian Ameri.cans, Na'tive Americans, and so fortn). 



ft- 1 • 

I 



SURVEY OF LITERATURE ^ ■ ^ 



\ 



A review of literature keveals a. scarcity of research regarding the extant and 
trends of philanthropic givirtg and its ameliorative impact on the minorities of the 
U S and the Hispanic community, in particular. Those publications that do make 
reference to foundation giving to Hispanics ^nd' other minority groups generally 
conclude that these groups have n^t been receiving a fair share of the philanthropic 
dollar. 

For example, Waldemar A. Nielsen, author of The Big Foundations, a study of 
the 33 largesf American foundations, observed: 

In sum the relationship of big phila<ithropy to the 'American race question 
has been commendable but not gloriou5NMost of the big foundations have^ 
taken a sympathetic but passive interest.^ 

He concluded his observations on big philanthropy- and the race question by 
stating that . ^ 

More commitment and change can be expected of them in the future, but in 
all probabiJity npt nr^uch more, and not very fast. The race issue in ail its 
complexity and intensity seems to lie largely beyond the outer boundaries of 
concern,%.^^f^confidence, and capability of the big foundations, as they are 
now s^rU^ured and staffed.^^ ^ 

The Jufy-August 1973 issue of The Chicago Reporter, a monthly publication on 
racial issues in metropolitan Chicago, examined five -of , Chicago's largest, 
independent (non-corporate) foundations and their funding patterns in relation- to 
minority-controlled institutions (Black and Hispanic). The foundations included m 
the study were the Chicago Community Trust, The Field, Foundation of Illinois, 
Inc., the W.. Clement and Jessie V. Stone Fouhdation, the Speqcer Foundation, and 
TheWieboldt Foundation (see Table 1). " \ . ' ■ ^ ^ 

The study revealed that ''By and large, foundation nhoney goes to the tried and 
true Chicago's wealthiest foundations - as is true of thi nation's ^ usuaUy^^uppo'rt 
programs of established institutions . . . minority controlled institutiox)9 r*^iv^^,iess 
than $650,000 of, the $15 million the foundations gave in 1972, or leSf^han five 
.percent'-'^ " ' ; ' - 

"The-study also notes a 'lack of adequate representation of minorities at the 
professionaf ^tafUevel. No Hispanics were employed at this level by any of the 
foundations studied. ^ * 



Table 1 ,v 
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Grtnto From ChicagtrTrop Five Foundations, 1972 



4? .^tJ* -'^ 



* /o^ / / / 

^ — * — ■ — - — — 

-spencer $83,045,526 $1.08^,670 $ 4 3,769 4 04 2 

(1 giant) 

Comtnunity 71.5I5.6I0 3?358.388 162.202 5 04 4 
Tiust (ll9gtantsy: (15 giants) 

FwW * M9,910.823 »l268.030 125.250 9 88 4 

^ (7§ giants) (10 giants) 

\ Wicboldt 7.066.975 718.000 168.9(io^ 23 52 2 

- (57 giants) giants) 

Stone 3,000.000b ^^9 37,714 ^ 127.123 1 42 7 

\ (136 giants) (9 giants) 

TOTALS $184,538,934 $15,365,702 $634,244 4.13 19 

a. AU data fiom anntfafiepoits 1972. except Stone's which aie 197 1 figuies. tfcij^atcst available 

. ' b. An appioximate figuie fiom the executive diieCtoi 

y c. Giants less than $1,006 not counted. ^ 

, d. NCLR estimate ' . , 

Souice- The Chicago Reporter. Vol 2 . No 7 (July- August 1973) Chicago. Illinois, p 3. 




Of $15 million in grants^from Chicago's top 5 foundations, we can safel/ assume 
that less than 1.5 percent weni^to ager\cies controlled by Hispanic groups (groups in 
which board membership is at least 51 percent* fijjlspanic). According to the U.S. 
Bureau of the Censu$, 7.4 percent of the ffopulation ofCh^ago is of Spanish 
Heritage.'' The inference is that Hispanic-controlled agencies werje not being f^inded 
in proportion to their represerrtation iathe community studied. 
^ The editors of the Chicago Refhrter madeT~woftKwhile observatlon-when they 
noted that the question of grants to minority-controlled institutions is vital even 
though the fou/idations do give money to programs that are not minority controlled 
biJt are of unquestionable benefit to minority neighboi^hoods. » 

Sarah C. Carey's report to the Commission op Prjyate PhifenthropV and Public 
Nfeeds, "Philanthropy and the Powerless," included in the definition of the power- 
less, the racial and cultural minorities of the United States. Although Carey admits that 
the conclusions ij) the report are "impressionistic** and_l!^annot be broken down 
into statistical or*even roughly quantifiable analysis," manyoKthe general observa- 
tions and conclusions of the report war/ent notation. For exampje, the report stated 
that "Regardless of how the pl^ is sli<:ed, there is no question that grants made 
directly for social change or to assist the powerless are dwarfed by the massive 
philanthropic contributions niade annually in support of education, the arts, health 
services an^ the, like."* "The overwhelming impression.. . is that those \yho com- 
prise the powerless segmertt of society receive only ... the bread crumbs from the 
table of philanthropy."^ ^ 

^ George Kirstein in his bbok. Better Giving: The New Needs of American 
. Phifanthropy, surveys the whole charity field in the Unfted Stajes and offers his 
views as to the direction philanthropy should take in the future. The introductory 
paragraph of the chapter on **Racial Minorities - The Struggle*for Equality" is worth 
citing since it provides a good overview of the problem as it relates to Hispanic and 
other minority groups. ' 

» ^ ■', ■ / -z,- 

ERIC :- ; , 3^2 , 
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Since the iTnid^nineteenth century when awtislavery citizens organized to 

. abolish huitmn bondage, philanthropic groups have formed and moltiplied to 

.aid in the solution of the nearly insolvable problems of racial minorities. The 

major ^effort has always been focused on the relationship bfltween blacks and 

the white majority, but voluntary groups have countered discrimination 

against other minorities, including ^Jews, Ijidians, Puerto RiCans and Mexican; 

Japanese and Chinese Americans. Although sonfie of these organization^'have 

existed for decades, the problems they were formed to combat have not 

\ disappeared; indeed, dispite some progress, major racial tension has become 

more acute rather fliati less with the passage of time. Paradoxically, the very, 

progress which has been achieved so painstakingly at such cost of money ahd ^, 

energy has heightened the intensity of the problem by raising hopes, always ^ 

unfulfilled of equal justice and an end to, discrimination. Only the J^ws^ who 

are relatively difficult to -distinguish physically from the majority, have made" 

, what could be considered satisfactory progress ig combating discrimination, 

and even ini^eir case the struggle is by no means ende^.^*^ ' i 

> ' ^ ' \ * • ^ ' \ ^ " ; " - 

In his somewhat sketchy disciJl&ion of the Mexican-American and Puerto Rican 
groups, Mr. Kirstein observes that because^both groupf have virtually no economic 
middle class, Chicano-and Puerto Rican-supported pniFanthropy is scarlt. Kirstfein 
concludes- that , 

The economic, educational and ^^cial problems fj^cing air the minority groups 
..are far too massive to be more i than slightly mitigated, let alone solved, by 
. philanthropy. Even government. With its vast powers and huge expenditures, . 
seepis unabje to do much beyond assuring survival at minimum levels of 
^ housing, health care, and education. Only the naive b^lievj^ thai all human 
dilemmas are solvabfe. UAfortupjtely, some problems are so ftnge that they do 
not disappear; sof|iehow men just' learn, to live^with them. The apathetic 
acceptance ^y the^overwhelmmg majority of the plight of these minority 
groups, assures that_the present problems will long be with us.^ ^ 

, Jn his book, published in 1971, The Money Givers, Joseph C. Gouiden provides 
"some interesting insights as to how some of the biggej" foundations responded to the 
call for assistance from the Hispanic community, and the Chicano community, in 
partfcular, during the mid-1960s.* 2. He traces the development of some of the larger 
foundation-funded Chicano o^rganizations, such a5 the National Co^uncil of La Raza 
(formerly known as the Southwest Council of La Raza)*and its affiliates" and the* 
Mexican American Legal Defense and Educational fund (MALDEF). ^However, he 
makes hardly, any mention of philanthropic giving to other Hispanic-corttrplled, 
-organizations or groups ^nd offers little in the, form of statistics depicting the 
overall extent, and patterns of giving for the benefit of the Hispanic commur^ity. He„ 
does note that foundations^ especiaify after the passage of the 1969 Tax Reform 
Act, became a 1)it more cautious in funding the more vocal "sociai change" or 
"activist" Hispanic-controlled organizations, especially if they devoted a considerable 
amount of time and resourcefs to local minority voter registration drives and/or 
community organizing activities.*^ ^ . * 

tn June 1975, |he Human Resources. Corporation (Hf?C) completed hs 
NSF-sponsored study, US Foundations and Mindriiy Group Interests, The final 
report indicates deficiencies in the responsiveness of foundations to minority 
interests—in their generally passive receptivity to calls to action and jn the allocation 
of founfiation resources relevant to the Spanish-speaking and other minority grqups. 
Severe limitations were also noted in obtaining data concerning foundations* 
policy-making procedures, representativeness of boards and staffs, and resource 
allocation patterns to the Spanish-speaking and other minorities. 
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According to the HRC report, the total number of grants reported for the 
benefit of Spanish heritage groups in the years 1972 through March 1974 was 217, 
froin^3 foundations, with a total dollar \falue of $fli,557,490. This figure, the 
report* noted, represerns 0.8 -percent of^he total value of foundation grants in 1972 
and 1973. 

Following ye some of the other findings of the HRC study:' ^ 

I. The average grant received to benefit Spanish heritage minorities was 
$43,260 as compared to an overall average for all groups in the combined 2 years of 
$85,588— or equivalent to a ratio of 3 to 5. 

* * 2. Eighty-five grants, or 39 percent of the. total number, were allocated to 
minority rec^ient agencies-those jorganizations actu<^y controlled by minorities. 

3. Fifty-five percent of the; total numfeeF^of 119 grants were allocated to 
various types of broker agencies nof controlled by minorities. 

4. Minority recipient agencies received 44 percent of the total dollar value 
awarded to Spanish-heritage beneficiaries, whife non-minority agencies received 53 
percent of the total. ^ ^ 

5. Fifty-four foundations awarded grants to non-minority agencies anJf 37 to 
minority agencies. Chicano minority recipient agencies received funds from 15 
foundations, Puerto Rican recipient groups from 25, Spanish-speaking groups from 
4, and nnixed groups from 3. ' ' 

6. Of the total amount of monies given to benefit Spanish-heritage pofjulations, 
'The Ford Foundation gave $15,586,844 or 48 oeceent. Furthermore, it gave 

$3,0^B7XX) or 50 percent of* afl funds to minlOTty-controMeri agencies, and 
$2,541,844 or 42 percent of all funds to non-minority controlled agencies. ^ 

7. The sectond largest contributor to Spanish heritage minority beneficiaries was 
the Carnegie Corporation of New York.^ It awarded 11 percent of the total grant 
monies to benefit Spanish-heritage populations. Furthermore, it gave 16 percent of 

I Jthe total given to minority-controlled agencies "^and 8 percent of the total to non- 
U rilfnority controlled agencies. It was likewise the second largest grantor^ to Chicano 
and Puerto Rican^ groups. 

8. If the national funds are exclu^d in calculating the ratios between regions, 
of the regional total of $7,953,290 gjven to benefit Spanish-heritage populations, 
the West received 24 percent of the funds, the South 34 percent, the Northeast 39 
percent, and the North Central regiqn 4 percent 

^ 9. The five Southwestern States of Arizona, California, Colorado, New Mexico 
and Texas account for approximately 50 percent of the U.S. Spanish heritage 
popuUtion. Hawever, the HRC study discovered that the grants awarded to these 
states amounted to $3,772,243 and represented approximately 33 percent of Ihe 
aotal funds and 47 percent of all non-natiopal funds to Spanish-heritage 
beneficiaries., * ^ . - 

10* The Ford Foundation accounted for 100 percent of all non-national grants 
^ to Arizona, 80 percent to California, 45 percent to New Mexico, and 34 percent to* 
' Texas, for^n overall rate oi 56 percent. ' ' t ^ 

11. The National Council of La Raza, Aspira, and the Mexican American Legal 
Defense and Educational Fund received nearly 75 percent of all funds for Spanish 
*^ Qj^^ nfiinority groups. ' ' . 



12. Qf^ tha ^ategpcy^^of organizations receiving more than 4 grants, the 3 
affiliated groups* ^ove account for 75 percent of all grants. ' 

13. According to UtS^ Census -figures, 13 percent of the total Spanish origin / 
popUlatiofT irrthe U.5.is located in the Northeast. Yet, 27 percent of the funds , 
allocated to'Spamsh-TTerltage populations from foundations goes to the Northeast.' 

14 While 31 percent of the Spanish-origin pof^uratTon is located in the South 
(which includes Texas) only 23 percent, of faundatforl fi^ to the Sp^anish-heritage 
pdpUlationu> contributed-to-the South. ' ^"^ip: 

15. Whilelj^rcent of th^ Spaniskhorigin poputftion resides in the West, only 
16 percent of the total funds were allocated to this region. ' 

16. As a basis of cbmparison, grants relating to international >panish speaking 
populations and area stutjies of the same ilon-do.mestic populations r^resented 5 
percent, of all foundation grants ($59,952,407);or 5 times t^he anapunt awarded to 

I domestic Spanish heriUge population. . 

. ' * , ^-iy- * 

The findings of the HRC study have already' generated interest among founda- 
* tions and donees. The Commission on Private Philanthropy and Public Needs 
reproduced and disseminated the draft report to its members on its own initiative. 
* in addition, HRC Ijas received numerous requests froqi^ many organizations, 
including the Foundation Center, to share their research findings. - 

In addition, HRC convened conference in October 1976 to foster debate of 
the study's findings. It provid&Of forum for segments of the foundation 
community, donee organizations, government agencies, minority groups, and related 
agencies to participate in constructive policy changes within and among foundations. 
Attention focused on alternative and multidimensional approaches to institutional 
change, based in part upon the report's recommendations. Additionally, considera- 
tion was given to the structural ramifications of voluntaristic, programmatic, and/or 
legalistic avenues for brirtging about greater institutional responsiveness t» concerns 
f of4he Spanish-heritage population and other minorities. 

Given the scarcity, of systematically gathered and organized inforrrtation on the 
responsiveness of foundations to the needs of ethnic minorities, the HRC study is 
considered a most significant contribution. All'other publications dealing^with the 
subject seem to take a case-study approach which does not provide an overall 
^ picture of foundation giving as it particularly' relates to the Hispanic community. As 
»: stated earlier, even 'the HRC study is limited in that it does not document the ex- 
*tehfand patterns iyf philanthrpfjic giving prior to 1970. 
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DEMOGRAPHIC, SOCIAL, AND ECONOMIC CHARACTERISTICS OF THE 
SPANISH-ORIGIN POPULATION OF THE UNITED STATES 



One of thQ major problems in trying to document the demographic, social, and 
economic characteristics of the Spanish-speaking population is that there is 
considerable doubt about .the -reliability of available da|a. In the \970 census, for 
' example, the Bureau of the Census undercounted the Spanish-origin population by^ 
1 5 million.'^ Although the Bureau of the Census is the best source of information 
available pn the* Spanishorigin population," the user of this information should be 
aware of its limitations. 



According to the most recent Curret)t Population Report (CPR), issue'd August 
1975 by the Bureau of the Census, /<)ersons of Spanish origin account for an 
estimated 11.2 rnillion, or 5.3 percept, of the total U.S. population. (In 1974 the 
Bureau repohed'^he Spanish-origia population at about 10,8 millton.) In other 
words, about 1 3n every 20 U.5., citizens is of Spanish origin.*^ 

The 1975 Census*estimateS/are based on results of a March 1975 nationwide 
survey in which people were asked their origin, or descent. Most* of the Spanish- 
origin population surveyed were of Mexican origin (about 6.7 million or 60 
percent). Persons. of Puerto Rican origin cohiprispd about 15 percent of the total, 
Cuban, 7 percent. Central or South American, 6 perxent, and the remainder, nearly 
13 percent, other Spanish origin (Table 2). ^ 

Table 2 

Total and Spanish- Origin Population By Type of Spanish Origin, 
For The United States, March 1975 



(m thousands) 

Percent Distribution 





Origin 


Total 


Total 
Population 


Spanub^igin 
Pppulation 




All Persons 


. 209,572 ' 


1000 


I (x) 




Persons of Spinlsb origin 
Mexican 
Puerto Rican 
Cuban 

Central or South Amencan 
. Otkcr Spanish 
Persons not of SpanisK origin^ 


^ 11.202 
6.6Sl!0 
1.671 
743 
671 

198.369 


5 3 
32 
08 
04 
03 
07 
947 


100 0 
59 7 
14^ 
66 

6.0 
12 7^ 
(x) 



a, includes persons v^o did not know or did not repqr^^^igin 

X Not applicable • ** ^ 

Source. US. Bureau of the Census. Current Population Reports, Scries P-20. No 283. "Persons of 
^l?ini$h Ongin in the United States Maich 1975" (Washington. DC US Government 
^\Printing Office. 1975). p 5 



Residence. According to 1973 CPS census figures, most of the Spanish-origin 
families living in the United States live in metropolitan areas. "In March 1973, there 
were 2.3 million Spanish origin families, and over 1.9»million of these families, 83 
percent, lived in metropolitan iifeas."^'' 

Age Distribution. The population of Spanish origin- is youngs the median a^e 
' being 20.7 years compared v^ith 28.6 years for the total U.S. population in 1975. 
' Only about 4 percent of all persons of Spanish origin were 65tyears old and over in 
March 1975, compared with 10 percent for the total population.** 

* 

Family Income. |n general, family income was lower for Spanish origin families^ 
than^for all families in the United States. Specifically, "median income of families 
with head of Spanish oHgin was $9,600, as compared with $12,800 fpr all 
families."*^ Also, "the proportion of Spanish origin families with mcomes under 
$4,000 was 9 percent' Thus, the Spanish-origin population continues to be 
disproportionately overrepresented in the under $4,000 family income category. 

There were about 2.6 million persons of Spanish origTri ?in 1974 bel6w the 
low-income level, or ^ut 1 ou) of every 4, persor^of Spanish origin. Described 
another way, approximately 25 percent of the SpaiiSh-origin population was not 
earning enough income in 1^75 \to lift them out of the Census Bureau's 
"low-Income" category (see Table 3).. ^ 
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Low*lncome SUtus jn 1974 of AlLPar^rts tnd Persons of Spanish Origin 
By Type of Spanish Origin, For The United States> March 1975 
(in thousands) * 

fiSlow The low ■Income Level 



All persons^ 

Persons of Spanish origin 
Mexican 
Puerto Rican 
Cuban 

Central or South American 
t Other Spanish . 
Person^ot of Spanish Origin 



Total 
Population 

209,343^^ 

11,202 
6.690 
1.671 
743 
671 
1.428 
198.141 




* Percent 



U.6% 

23,2 
24.3 
32 6 
14.3 

16.0 

10,9 



a. Excludes unrelated mdxviduab under 14 years of age 

b. Includes persons who did not know or did not report'^; 
Source. U.S. Bureau, of the Census. CUrretit Population Reports, Series P-20, No 283, '"Persons of 

Spanish Oiigm in the United Sutcs' March 1975" (Washington, D.C.. U.S. Govcnxmcnt 
) Printing Office. 1975), p.8 



Education!' In Mych 1975, only 38 percent of the total Spanish origin popula- 
tion had at least completed 4 years of^high school. This compares with a total of 63 
percent for all of the U.S: population. There was a noticeable difference within the 
Spanish-origin subcategories. For example while i2 percent of the Cuban popula- , 
tidn-had completed at least 4 years of high school, 31 percent of the Mexican and 
^nly 29 percent of the Puerto Rican Spanish-origin population had completed this 
levt* of education. ' - . 

While the pei;centage of pVsons who .completed less than 5 years of school was 
3.3 percent wfor the total population^ it was 18.5. percent for the Spanish-origin 
population (see Table 4). * 

Some other interesting observations about the^educational characteristics of the 
Spanish-origin population should be noted. According to 1973 census data, 
"compared ^vith the median number of V2.0 school years completed. for whites, the 
median was 8.1 for Mexican Americans'and 8.6 for Puerto Ricans. . . In 1971, 
the U.S. Cortimission on Civil Rights' completed a study entitled. The Unfinished 
Education, which stated thar **40 pefcent of the Me^:ican-Americans who enter first 
grade never complete high school."^ ^ "In the SotJthwestern states, 40 percent of 
Mexican-American students are reading two dr more years below grade level at the 
8th and 12th grades."^ ^ - ^ ' ■ 

. E/npioymenti The ^panish-6figln population still •suffers higher under- 
employment and ijnemployment rates than the total population. AI$o, they tend to 
be emp(l(^yed in the lower paying, nonprofessional, nontechnical fields. Foi^ example, 
in March 1975 there were about 2.2 million men of Spanish pcigin 16 years of age - 
and^over In the United States, but only 9.5 percent of these men were working in 
professional and technical fields as compared- with 15.1 percent for all employed 
men in this age group in the United States (see Tabje 5).^ ^ 

Whiles 7 percent of the total population fhave occupations as laborm, 12.1 
percent of the Spanish-origin population f^l into this category. For Mexican- 
.Americans, Mt was son^ewhat higher at 14.2 ^percent, but a 'bit lower for Puerto^ 
Ricans at 9.2- percent. Antong employed men of SpanisK origin, those of Mexican 
origin had the highest proportion, 7.7 percent, emptoyed as farmworkers (conipared 
with only 1.6 perqent for'the total population). ISee Table 5;) 

Unemployment. AccoWing to the Department of Labor, the unemployment rate 
for. workers of Spanish' origin was 12.9 percent in the second quarter of 1975, (this 
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« '^^^ PettOff*Who Completed Less Than 5 Years of School and 
Pooent Who Completed 4 Years of High School or More, For Afl Persons and 
Fmonsfif Spa»kh Origin 25 Years Old and Over By Type of SpaniA Origin, 
For The United States, March 1975 



Yeir$ of School Cbtnplctcd 
and Age 

PERCENT WHO COMPLETED 
LESS THAN 5 YEARS 

ToUl 25 years & over 
25 to 29 yean. ' ' ' ^ 
30 to 34 years 

,35 to 44 years t K 

45 to 54 years 
55 to 64 yean 
65 yean and over 
PERCENT WHO COMPLETED 
4 YEARS OF HIGH SCHOOL 
OR MORE 

Total 25 years A over 
25 to 29 yean . 
30 to 34 yean 
35 tO'44 yeais 
45 to 54 years 
' 55 to 64 yeah 
65 yean and over 

a. Includes Central or South American and other Sp»nuh origin. 

b. Bije less than 75 jOOO. * • 

Source: U.S. piiieau of the Cenws, Currtnt Population Reports. Series P20, No. 283, "Penons of 
Spanish Origin in the United States; March 1975" (Washington, D.C. U.S. Government 
Printing Office. 1975), p. 6. 



Total 






Puerto 




Other 


Population 


TqUl 


Mexican 


Rican 


Cuban 


Spanish* 














3.3 


i8.5 


24.6 


17.4 


7.3 


7.6 


1.0 


7.7 


9.8 


8.2 


(b) 


1.0 


1.0 


9.3 


ri.8 


10.1 


(b) 


4.3 


1.9 


- sl^.9 


22,1 


13.7 


31 


5.8 


2.5 


22.5 


30.2 


29.1 


6.6 


6.6 


3.5' 


26.5 


35.7 


<b) 


1^3 


12.6 


tl.O 


45.7 


63.8 


(b) 


(b) 


. 24.0 


62.6 * 


37.9 


31.0 / 




51.7 


58^0^ 


83.2 


5^.6 


46.1 I 


37.7 


(b) 




78^ 


. 45.5 


42.3 \ 


27.9 • 


(b>^ 




71.5 


40.6 


' 32.2 > 




.<5M 


63.^ 


63.8 


34.1 


24.6 » 


20V^ 


53.8 


57.8 


5L9 


24.0 


15.*4 


(b) 


44.7 


33.7 


35.2 


14.6 


3.6 


(b) 


(b) 


31.0 



Tables 

Income in 1974 of Persons of Spanish Origin 14 Years Old and Over By 
>i Sex and Type of Spanish Origin, For The United States, March 1975 



Total Spanish 
Origin 



Mexican 
Origin 



Puerto Rican 
Origin 



Other Spanish* 
Or%in 



Income 

Total persons, 14 years old» 
and ovet (in thounnds) 

pBraoiir*tth income 
(in thousands) 



%X to $999 or less 
$1,000' to $1,999 
$2,000 to $2,999 ' 
$3,000 to $3,999 *' » 
$4,000 to $4,999 
$5,000 fo $6,999 
$7,000 to $7,999 
]$8,000 to $9,999 
$10,000 to $14,999 
$15,000 to $24,999 
$25,000 and over 

Median income of ]M»sons^ 
with income. 



Male 


Female 


Male 


Female 


Male 


Female 


Mate 


Female 


3,520 


3,744 


2,115 


2,133 


463 


590 


942 


1,02^ 


3.030 


2.341 


1,«47 


1.290^ 


365 


363 


818 


688 


100.0% 


100.0% 


100.0%* 


100.0% 


100.0% 


100.0% 


fOO.0% 


100.0% 


9.2 


18.7 


9.9, 


2Z4 


7.4 


.9.4 


8.7 


16.4 


7.1 


16.5 


7.1 


17.4 


7.1 


12.9 


6.8 


16^ 


7.4 


14.0 


7.9 


14.9 


* 5.8 


.14.0 


7.1 


.12.4 


7.6 


11.9 


8.0 


12.1 


5.8 


15.2 


7.6 


9,.9 


7.2 


• ir.o 


7.9 


9.1 


7.4 


16.3 


5.5 


11.8 


15.2 


. *I5.1 


16.0 


13.9 


15.9 


18.5 


13J 


15.7 


7.6 


4.2 


7.0 


3.7 


12.3 


3.9 


6.8 


5.4 


12.0 


4.9 


11.7 


4.3,. 


14.0 


5.5 


11.6 


5.7 


18.3 


3.1 


17.8 


1.9 


18.1 


3.6 


19.7 


4.9 


7.0 


0.6 


6.0 


0.3 


4.7 


a8 


10.3 


1.2. 


1.4 


0.1 


0.8 




1.4 




2.7 ' 


0.3 


S6.507 


$3,072 


$6,154 


$2,682 


$7,055 


$3,889 


$7,158 


•$3,469 



' a. tndUdcs Oiban. Central or South American, and other Spanish Origin. 
- Represents zero or rounds to zero. 

U.S. Bureau of the Census, CUrrent Population Reports, Scries P-20. No. 283, ''Persons of Spanish 
Origin In the United Sutes: March 1975" (Washington, D.C; 1975. U.S. Government Printing 

0(nc«),p.7. * 
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data is not seasonably adjusted) up 5.2 percent from the second quarter of 1974. ' 
jittlt>less ral.e for whites ^s of July 1975 was 8 percent. While the Spanish-origin 

^^K^ce averaged more than 4 million persons in the second quarter ofjyf5, it 
ll|^B60.8 percent paUicFpation rate which was below. the percentage of all 
workers. Furthermore, whereas the 1975 employment participation rate for whites 
rose ,over the 1974 'rate, that for the Spanish-origift population ^dropped 
considerably.^"* - u • ■ 

For purposes thii report, we note the distribution of the Spanish-origin 
population of the Uh?ted States by geographic region as defined by the U.S. Bpreau 

^ of the Census: 47 percent of the total Spanish-origm population is located in the 
West, 31 percent 'in the South (which includes Texas), 13^percent in the Northeast, 
^nd approximately 3 percent in the North Central region. 



Ill 

RESEARCH METHODOLOGY 



To determine trends in philanthropic giving to the Spanish-speaking community 
since 1960, the NCLR consulted the Foundation Grants Index, published by the 
Foundation Center. The center first began publishing its listing of foundation grants 
in 'the September 1960 issue of Foundation News. The Foundatiort Grants Inaex^ 
lists onJy, those grants <or which the center receives information from the donor 
foundations, press releases, annual reports^ or other primary sources. The early * 
publications of the index listed only grants of $10,000 or more, and renewaLgrants 
were generally not included. Also, all grants were listed under the major categories 
of humanities, government, international activities, education, scientific research, 
religion, health, or social welfare. Information on grants made in each of the majof 
fields was published only twice a year. More recently, the center has improved its 
data<ollection techniques, in 1973, for example, it started recording foundatron 
grants of $5,000 or more and initiated a new reporting procedure by Wfiicti^ 
information is cross referenced, enabling the user to identify .the specific subject 
matter of the grants in which he is interested. These reporting procedures w^re not 
in effect for the t/me period covered by this study, however. > . 

Since the cof/puter file of the Foundation Center was not set ^..urftil }^'^\^ 
manual search of the Foundation Grants Index was required in ord ^t o rptripv ^thj 
necessary data and information for this report. (Sixty-seven issues bTthe index frorh 
1960 through the Noi^ember/December issue of 1971, were reviawed.) Many hours 
^were logged at *fe Fdjndation Center's Washington, D.C. office Wthe two persons 
responsible for collecting the data, both of which are of Mexican-American descent 
and have a good/background in th^ socioeconomic and political characteristics of 
the Hispanic community and have been involved With the Hispanic civil rights^ 
movement through membership, participation, and/or employment in^ various 
Hispanic organizations. A Foundation Grants Index raw data s^eet was developed 
for the systematic collection and recording of data. ' \ 



ok nitions 



T 

Hist>qnic Minority Groups, Five main categories were u$ed to classify Hispanic 
minority groups: - . ^ 't 

1 T. Chicano: Mexican-Americans. ^ 

2. Puer^ Rican: Those of Puerto Rican ancestry living in the United States. This 
© .excludes Puerto Ricans living in mainland Puerto Rico. 
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"^^^3. Cuban: Th9se persons ol tuban ancestry re$iding in the United States 
. ^jncfuding recent arrivals, i.e. Cuban refugees. 

. » ' 4. Central Xmericani? Those persons of pther countries' corisidered to be 
• Sj^lsh-speaking countries in Central and South America. 

5. Spanish-speaking: Two or more of the above or other identifiers such as 
Hispanic groups, persons of Spanish origin. In many cases, grants were listed as 
simply going to "Spanish-speaking" beneficiaries and thus fell into this category. 

Mixed Minority Groups, Hispanic minority groups in adciition to and/or including 
one or more other minority groups such as Blacks, Asian Americans, or American 
Indians. This definition necessarily excluded grants that were not specifically given 
for the benefit 'of one or more minority groups. Therefore, grants that were 
identified^ for the benefit of persons of disadvantaged backgrounds, the poor, or 
farmworkers were not included in the definition. 

/ 

Geographic Regions. The four major regions of the United States for which data 
are presented in this Teport are .essentially the same as those defined by the U.S. 
Bureau of the Census: 

1. [Rational: All four regions. • • ' 

2. West: Arizona, California, Colorado, Idaho, Montana, Nevada, New Mexico, 
Or^e^on, Utah, Washington, Wyoming, Alaska, and Hawaii. 

3: Northeast: Connecticut^>ilairi5, Massachusetts, N«w Hampshire, New jersey. 
New Yorki Pennsylvania, Rhode H^nd, and Vernfiont. 

4. North: Illinois, Indiana, Iowa, Kansas, Michigan, Minnesota, Missouri, 
Nebraska, f^orth Dakota, Ohio, South Dakota, and, Wisconsin. ^ 

5. South: Alabama, Arkansas, Delaware, District of Columbia, Florida, Georgia, 
Kentucky, Louisiana, M^land^ Mississippi, North Carolina, Oklahoma, South 

" Carolina, Tennessee, Texas, Virginia, and West Virginia. 

Utilizing the above definitions, the FGI grant information was recorded on the 
raw' data sheet for future evaluation. After tbe information was collected, the raw 
data sheets were reviewed twice to insure the grants were properly recorded and 
categorized. ) 

' IV - 

^ . FINDINGS 



^ The data collected indicates no significant^ amount of foundation funds 
specifically allocated for the benefit of the Hispanic comn^unity tintil the first part 
of 1963. In fact, only one such grant was recorded in the. Foundation, Grants Index^ 
prior to that time: a $40,000 grant from the Mary Duke Biddle Foundation to' 
Puerto Rtcan Socia^ Services, Inc., of New York,' recorded in the July 1962 issue of 
• the index.^* ' , ' ) ^ ■ 

In T963 a total of $383,bO0 was specifically earmarked by three major founda- 
.tlons for the benefit of the Hispanic community. Of that total, $36^,000 went to 
programs to benefit the Cuban refugees. (The Ford Foundation allocated $278,000, 
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the Rockefeller Brothers Fund $90,000, and the Lily Endowment of Indiana 
$15,000. to programs benefiting Cuban refugees.) 

With respect, to the Chicano community,' no foundation grants benefiting this 
group wer^ fpuhd in the FGI prior to March 1964.^'' The first grant that could be 
classified as being for the specific benefit of the Chicano community was made by 
the Rosenberg Foundation of California, which made a- $33,876 grant to the Com- 
^^mun^ty Council of Central Santa Clara County .of California for a Mexican- American 
^SJImhunity services project. Only three other grants in 1964 could be categorized as 
spg:ifically benefiting die Chicano community; these had a total dollar value of 
$5^3,376. One wasiftnade bV'the Rosenberg Foundation for an additional $33,376 
to the Community Council of Central* Santa Qara for the purpose of developing 
Mexican-American community group, consciousness. Another was made by the 
Charl^ E. Merrill Trus^t o/ New York in the amount of $20,000 to the National 
Catholic Rural ,Life Conference pf New York to aid Mexican-American farm 
workers. .The third and largest grant identified was made by The Ford Foundation 
in the amount of $450,000 to the University of California at Los Angeles tp studv 
the social, economic, and political status of Mexican-Americans of the Southwest^ 

According to grants recorded in the FGI, 1964 would appear to be the year 
when foundatjph^ began to become more responsive to the special needs and 
concerns of tha Hispanic community. " 

The total amount pf grants made by found^ations In that year was $556 million 
(see Table 6). \0f this anwunt, $756,752 was identified as being specifically 
earmarked for ourposes benefiting the hispanic community. This represents .001 
percent of the tobi philanthropic dollars for 1964. 

One must keeA in mind th^th?j5.tmgj^oXt9undation grants were first published 
by the Foundation Center in September 1 960 'and that»s0We munitions may not 
have gotten intouhe routine of filing grants" with the Foundation Center until 
approximately thisuime. Also, the, larger fou negations may be ove^rre presented since 
they tend to reporA grants to the center more regularly than the small foundations. 
Additionally, since foundations are not required by law to file a listing* of their 
grants with the center, some grants may, have been missed. The amount of these 
J _ piggijgjbig^ however. « \ 

en-year (1962:1971) grants jndex of the total dollar value of 
ndations by field. A tatatof some $§,4 billion was awarded 
ition^s to programs in IJie various fields. The largest single 



grants is assumed to 

Table 6 provFdes a^ 
gran t^ awards by aH 
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percentage (33 percent) went to education. According to the findings of this study, 
from 1962 to 1^71 a total of 141 grants from 47 foundations were made to pro- 
grams benefiting domestic Spanish-Heritage populations of the United States. These 
grants represented a total dollar value of $23,887,377, or .0037i^percent of all 
philanthropic doHars front reporting foundations.. ^[ 

The reader is cautioned that these data d6 not include grants to programs ' 
benefiting migratory and seasonal farmworkers unless the grant specrficaliy noted 
^ that th^ award was for the benefit of a specific Hispanic group within the migratory 
and seasonal agricultural labor community. - . \ 

Table 7 depicts the total dollar value of grants (1960-1971) to progranas 
benefiting domestic Spanish heritage populations according to ethnicity of 
beneficiaries and ethnicity of recipient agencies. Of the 141 grants identified as for 
the benefit of Spanish-heritage populations, 61, or 43 percent, were made to 
Hispanic minority recipient agencies (those organizations actually controlled by 
Hispanic). A total, of 68 grants, representing 48 percent of the total number of 
grants, were made to non-minority controlled recipient agencies. The remaining 
grant awards wqnt to agengies whose eythnicity was unknown. The median grant 
received by Hispanic-controlled agencies was $130,020, in comparison with an 
average of $224,947 for non-minority agencies. 

Chart 1 illustrates the distribution of the total percentage of philanthropic 
dollars to programs benefiting domestic Spanish heritage populations according to 
ethnicity of recipient agencies, from 1960 through 1^71. Of the total $23,887,377 
in grant awards to programs benefiting Hispanic Americans, ,^2 percent Was awarded 
to Hispanic-controlled recipienjt^agencies, as oppossed to 64 percent awarded to 
non- minority recipient agencies. Approximately 3 percent was awarded to agencies 
whose ethnicity was unknown. ^ 

Referring back to .'Table 7, a total bt $7,287,4#t, or 30 percent of all gr^mt 
awards, went to Chicano beneficiaries. Puerto Rican beneficiaries received 
$2,151,557, or 9 percent Cuban beneficiaries received $635,000, or 3 percent, and 
$414,373, or approximately 2 percent of the total, went to Spanish-speaking 
beneficiaries. The dollar value of grants going to programs with.mi^^ced beneficiaries 
was $13,399,00^, representing 56 percent of all grant funds to programs benefiting 
the Hispanic community. 

Table 7 also shows that of th^ total $7,931,229 awarded to Hispanic recipient 
agencies, Chicano recipient agencies received $5,563,711, or 70 ^percent; Puerto 
Rican recipient agencies $2,000,535, or 25 percent; Cuban recipient agencies 
$200,000, or 3^ percent Spanish-speaking agencies were awarded $145,000, or 
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WUx Value of Qrants To Progruns BeneHting Domestic Spanish Heritage Populations, 
Accodiog to Ettimdty of Benendaries and Ethnidty of Redplent Agencies, 1960 Thtoug^ 1971 * 
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Chart 1^ 



r 



Distribution Total Grant Funds To Pro-ams BeneHting Domestic 
'Spanish Ha3||ge Populations According to Ettinicity of.RBctpient. 
Agency, !960Thrbu^ 1971* 




Chkano 



Puerto Rican Cuban Non-Minority . Unknown 



a. Percentages do not add to- 100 percent because of rounding. 



appraximatejy 2 percent of the totalr^hife grants to mixed and* other types of 
Hispanic recipient agencies ahx)unted to $21,983. Chicano and .Puerto Rican 
controlled agencj^ together accounted for $7,564,246, or 95 percent^ of the total 
amountof dollars awarded to Hispanic recipienMgencies. ' 

As previously mentioned, there 47 foundatiorl\that awarded grants to programs 
benefiting the Spanish-heritage population. It is intWesting to note thai the tot^^ 
number, of grant awards to Chicano recipient agencies (18) came from 6 
foundations. Puerto Rican recipient agencies received a total of 36 grants from 18 
foundations, indicating a more diversified funding base. However, grants to Puerto 
Rican recipient agencies tended to be smaller in dollar value than those to Chicano 
recipient agencies. * 

* According to Table 8 the Fojd and Rockefeller Foundations Were the two fargest 
contributors to programs benefiting. Spanish-heritage populations, acpounting for 
almost three quarters of all sMch grants. Ford contrimJted a total of $12,252;631, or 
51 percent of the total dollar v^lue <of grant iward^; Rockefelfer contributed 
$5,145,500, or 22 percent However, approximately 97 percent of th^ RockeTeller 
awards'weht to mixed*beneficiaries. 1 ^ . i > . 
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The Ford Fbundation was the largest jcontributor to Puerto Rican recipient 
agencies, accounting for $650,000, or 32 percent, of all foundation grants made to 
these agencies* it also was th^ largest contributor to Chicano recipientji^agencies, 
dispersing $5,102,595, or 91 percent, of the total dollar value of all grant awards to 
these agencies. - — ' 



Table 8 

.Number, RaiU^ and Dollar Value of Grants To Programs Benefiting Sptniah-Heritage 
' Populations According to Spanish Heritage or Mixed Benefictarie^By Reporting 
Foundations: 1960 Through 1971*- ^ 



Subtotal. Spanuh KeriUte 
Btneftaaries 



Subioul. Mixed Beoeficitnes 



DoUu 
Value 



$20,000 
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SO.00O 
10.00D 

20.000 
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N.y. » 
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Harden Foundation. N.Y. 
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RockefeDef foundation. N.Y. 
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'Sia FraMkco Foundation. Calif. 
.SIoM (Alfted P.) Foundation. 
N.Y. 

Smkw Foundation, Ift? 
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The Carnegie Corporation was found to be the second largest donor to both 
Puerto Rican and Chicano recipient agencies, It accounted for >253,000, or 13 
percent, of all grants to Puerto Rjcan agencies and $100,000, or about 2 percent, of 
all grant awards to Chicano agencies. 

Table 9 identifies the top 10 foundation contributors to Spanish-heritage 
beneficiaries according to dollar value erf total grant awards. The Ford .Foundation 
was 'the highest Contributor with a total of $8,567,648 ^n grant awards, and the 
New York Foundation ranked tenth with a total of $105,000 in grant awards. 



Table 9 

Top Ten Foundatioa^Contributors To Spinidi-Herit^ Beneficiaries, 
1960 Through 1971 
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Chart 2 depicts the frequency of grant awards among the 47 individual founda- 
tioas contributing tcK, Spanish-heritage beneficiary programs. , A total of 36 
foundatFons made-from 1 to 2 grants to programs benefiting Hispanic-heritage 
populations. Five foundations made from 5 - 4 grants; 1 made from 5 - 6 grants; 2 
from 7 - 8; 1 from 9 - 10 and 2 made 11 or more grants. ^ 

The purpose of this chart was to measure the commitment of foundations to 
Spanish-heritage beneficiary programs. The largest number of foundations aWarded 1 
to 2 grants each, which leads to the generalization that from 1960 through 1971, 
philanthropic foundations* commitment to Spanish-heritage beneficiary programs 
was low. ^ * ^ . % 

Chart 3 illustrates the distribution of 'grant ftinds to Spanish^heritage beneficiaries, 
by regiof>. The^i^l*.4f>dicat©i»tbat 36j,percent of rthp philanthropic dollars went to 
the Western Stat^^ 13 percent eabh to tlte»Sjt)6thefA Jtdtes and the Northern States, 
\ 29 percent t6 the Northeastern States, and 8 percent to regions that were not 
O specified. ♦ '-^ - n - » 
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^ According to U.S. census figures, 47 percent of the total Spanish-origin 
population in the U.S. is located in the West; 31 percent is located in the South 
(which includes^ Texas); 13 percent resides in the Northeast; and approximately 3 
percent is locatfed in the Northern States (see Chart 3). 

If the distribution of philanthropic dollars to Spanish-heritage beneficiaries weKe 
based solely or the criterion of Spanish-origin distribution by region, then the West 
would have fal en short of its equitable share by 11 percent and the South by 18 
percent On the other hand, the Northern States .would have received 10 percent 
more than their entitlement and the Northeast 16 percent. 



_____ ^ ■ V 

CONCLUSION 

Despite the limitations previously noted about the data source, the findings in 
this report give a fair documentation of the extent and patterns of philanthropic 
giving* to thfe Hispanic community between 1960 through 1971. However, it is 
recommended that the study be repeated once the Foundation Center updates and' 
computerizes foundation grants for the period of time Studied. i 

The conclusion of this stu^iy is that philanthropic foundation contribiJtions to 
programs benefiting the Hispanic-heritage population was minimal between 1960 
and 1971, representing a total dollar value of $23,887,377, or approximately .004 
percent of all philanthropic dollars from reporting foundations. ^ 

The reader was cautioned that these figures do not include grants to prograrrls 
benefiting migratory and seasonal farmworkers ynless the grant award was for the 
^benefit of a specific Hispanic group within this population. FoUr such gragts were 
"included in this study. Since the Hispanic community ma|<es up a sizable portion of 
this group, a study documenting grants to it would be of great use. One of the 
limitations of such a study would be that no federal' agency (including the Bureau 
of the Census or the Department of Labbr) agrees as to the ^^ize of the farm labor 
population, .much less its ethnic composition. Therefore, grants to migratory and 
seasonal farmworkers would fall in the category of mixed beneficiaries. 

Limited resources for this study prevented the NCLR from making extensive 
recomcnendations on how to make foundations more accessible and/or responsive to 
^ Hispanic-controlled minority^ agencies or to programs benefiting the Hispanic 
community. However^ the study does support the conclusion that pl:jilanthropic 
foundations were not as accessible and/or responsive between the years 1960 and 
1971 as they perhaps should have been. To highlight this conclusion: In 1968 
Vicente Ximenez, then chairman of the Cabinet Committee on the Spanish-Speaking 
and a commissioner of the Equal Employment Opportunity Commijsityfi and one of 
.the best known Chicano leaders, called on all major foundations ar(d asked them to 
attend a meeting under his sponsorship to discuss the needs of the Spanish-speaking. 
Only one foundation attended the /neeting. 

i f ^ ( 
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THE NEW FEDERALISM: GOVERNMENT ACCOUNTABILITY' 
* ■ fND PRIVATE PHILANTHROPY • ' 

Peter j * Petkas t 



. Introduction 

paper outlines the work of the Southern Governmental Monitoring Project 
of the Southern Regional Council, describes in some detail several of the major 
thrusts of the New Federalism and other changes in federal-state-local relationships 
where cjtizen group involvement (with founjdation/philanthropic support) is critical, 
and details our observations of citizen group organization afid support in the South. 

For the last two years, the S6uthern Governnfiental Monitoring Project of the 
Southern Regional Council has h^crr?5^iwnining t{jp''4^ ^the Ne%v Federalism 
and related developments on^tt^ South (mb^lTstates that comprised the Confed- 
eracy). During summer 1974and 1975, we placed more than 60 "investigative 
interns" (primarily laW and 'grVluate students) jn as many communities across the 
region. Our interns-and our /tianta staff-have interviewed hundreds of federal, 
state, and local officials, cHizen-group leaders, media people, and persons affected 
by a variety of progr.ams. 

Our primary, concerns are (l) the impact of the New Federalism and other 
related governmental changes on the" traditional constituencies of the Southern 
Regional Council, minorities, and the poor, and (2) how they affect citizen 
participation and accountability. 



THE NEW FEDERALISM ^ 

In the last several years states and local units pf government have, for good or ill, 
come to play an increasingly important role In deciding how federal funds are spent. 
Legislatively or administratively, federal programs are being "^ecategorized** by 
delegating to state arrd local officials varying degrees of freedom to decide precisely 
how funds are spent within broad areas. General Revenue Sharing (GRS) represents 
this decentralization process in Its purest form, but it is merely one example from a 
number of actions that affect manpower programs, housing and corrhaiunity develop- 
ment activities, education, health resource^ and facilities, law enforcements 
assistance, and soclahservices delivery under the Social Security Act. 

These xlevelopments are characterized by fund distribution by formula, stream- 
lined application processes (at least* in those programs where applications are 
required), local planning, voluntary enforcement of whatever limitations remain (for 
exampje, civil rights, financial auditing, environn^ental safeguards), and minimal 
evaluation (too much evaluation and monitoring, it is said, woUld result in de facto 
re-categorization). They are supported by a formidable constituency linking 
governors, mayors, chief executive of Qcflfs of counties from large and small states as 
well as urban and rural areas. And del^ti occasional nit-picking. Congress and the 
administration are inr substantial agreement on decentralization. (The Democratic 
majority does disagree on tije amount of money that should be, spent, cootinues to 

t Director, Southern GovernmenUl Monitoring Project, Southern Regional Council,' Inc., Atlanta, 
Georgia. * 
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express some concern about civil rights enforcement, and professes concern that too 
few dollars are being allocated by local governments to the poor and minorities, but 
it has not yet come to challenge the philosophy of. decentralization.) 

With some variation, each of the new federalist legislative accomplishments have 
in common the fewest possible "strings." General revenue sharing has the fewest 
strings,*though local governments are restricted to certain priority categories that are 
so broad as to cover practically every function of local government except educa- 
tion. The other programs' noted are "special" revenue sharing, that is, the funds 
must be spent on certain broad problem areas, manpower, community development, 
social services for welfare recipients, and so forth. 

Each program contains what can only be described as elementary accountability 
mechanisms. Under GRS, for example, planned-use reports must be published 
an^^ually before funds are committed and actual-use reports must be published after 
they are spent. The funds must be obligated in the normal budgeting process (for 
example, public hearings, if those are required by local law), and the public must be ^ 
given access to the relevant budget information. Similarly, the Housing and Com- 
munity Development Act requires that at least two public hearings te held in the 
process of developing the local application. ''Applications'* are really ''plans" in the 
generally accepted meaning' of , tHbse terms: they are rather general and unless 
rejected by HUD are automajtrcally accepted. The Comprehensive Employment and 
Training Act (CETA) establishes a somewhat more complicated planning process. 
Representative manpower plannirt^ councils are to review plans produced by "prime 
sponsors," jurisdictions or combinations of jurisdictions with more than 100,000 
people. The state is the prime sponsor for all other parts of a state and may or may 
not or^nii;^ ancillary manpower planning councilsjn sub-regions within its "balance 
of sttte" territory. Funding, primarily by formula, is directly to prime sponsors, 
whiter they be states, cities, counties, or combinations of the last two. The rofp of 
fe, municipal, or county legislative bodies is solely a function of local law. 
All of these prx>grams are characterized by mininnal reporting requirements. If, 
for example, one were to go to the Office of Revenue Sharing to find out how 
Beaumont, Texas, spent its revenue sharing funds, how its decisions to spend those 
funds were made, and whether that city is in compliance with civil rights or the 
' Davis-Bacon Act requirements of the law, the inquiry would be of no avail. The 
reports that ORS maintains, those same planned- and actual-use reports mentiorttd 
earlier, do not reveal planned or actual uses with sufficient particularity to mean 
anything. Stated another way, they are meaningless. Civil rights or other require- 
ments are assumedNo be complied with unless there is a complaint. If there is a 
complaint, there may or may not be an investigation. There will probably jiot be 
one if the local unit certifies that it will take steps to come into. compliance.^ 

Similarly, the applications filed ' pursuant to the Hosing and CommuQi^^ 
Development Act may be as vague as the planned- and actuaRise report^ filed under 
GRS. Only by interviewing the officials concerned may a citizenjind out how thd 
money is actually being spent. Only by conducting a full field^^ajuat^on will HUD 
know how^ the nx)ney was spent. There are exceptionally progressive^ities, it must 
be added, that^re planning to publish or have published^ independent of any 
requirement that they must do so, extensive reports on precisely^bw they intend 
to spend their community development funds and why. 

Experience with the Law Enforcertieijt Assistance Administration (LEAA) has 
given us a preview of the kinds erf -citizen participation and accountability problems 
^Nve. might^expect in the more recent dedategorization in other areas. 

LEAA ii widW regarded as the precursor oi the Nixoh-Ford New Federalism. 
Under the Safe Streets Act of 1968 and the various revisions of i,t, states have 
received, through a fownula based strictly on population, "block grants" of funds 
which th'ey must spend on any of a long list of Ia>v enforcement activities. In 
ji-pcent years they have been required to pass through substantial portions of these 
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grants to local units of government. State block grants are awarded only if th^ st^ie, 
through a comprehensive crimjnal justice planning agency, ha^ developed an 
acceptable statewide law. enforcement plan. Finally, the , law encourages focal law 
enforcement planning, especially in metropolitan areas. This local plannlrte process 
results In input for the stote plan and in grant>ipplicaiions to the statejj criminal 
justice ptami|ing agency. ' ^ t ^ \ 

When LEAA came up for renewal in 1973 criticism ;had*been piling up.. Frrst, 
there had been a series of state scandals involving conversion of funds- and grtiss 
misallocations of funds. Second, mayors were complaining that state xz^ tape and 
bureaucrats were underfundirig them, causing untold delWs and generally making Jt 
impossible to plan effective long-range programs. They^also argued that state 
planning agencies tended to be responsive to dominant rural and suburban interests. 
Several complained that special purpose, sub-state regional planning units were also 
_ dominated by their suburban counterparts who had less crime-to deal with but who^ 
somehq^w were getting a larger sharejbf the funds in the l ocally d^loped plan. Civil \ 
fights groups complained that LBAA w'^Tmalcing no effort towforce the civil ^ 
rights requirements of the law/nd ihat too often state sub-grants were going to ^ 
fund- Buck Rogers equlpmentyfimed at surv^lling or otherwise interfering with the 
minority or poor community/ \ j 

The Lawyers' Committee for Civil Rights Under Law echoed^ese criticisms and 
demanded that there be more accountability. Specifically, they urged that both 
^^state and local legislatures have a much greater savin how the funds are spent. The 
Lawyers* Committee nrofessed jio great confiden^3j3[^ther the competence or the 
liberality of legislatures, but felt that their process^ \ViotfJ(J, jieceSsarily-be more 
, amenable to citizen influence and inspired, if not corrftnucjj^^^yersight.' ' »^ 
The Nixon adminisfration's answer; substantiall^1|^«t%(U^^ 



what was needed wasTewer, not more, "strings.** imilw^^^ to convert LEAA> 
funds into special re>7enue sharing, by which they/meant (fcfvyih^LEAA the 
authority to disapprove state plans. They also propwfed to remove the vestiges of 
categorization that remained in the statute with respect to particulacylaw enforce- 
ment activities that Congress had previously decided to be of such importance that 
states weire to be encouraged to undertake them. As for accountability, the admin- 
istration proposed i requirement that there be public hearings on the stata^plan, 
that meetings be open, that "non-confidential*' applications 'and, awards be made 
public, and that LEAA's komments^n state ;plans be publishedvannually in the.Fed- 
eral Register. Finally, therd^iV^s /pledge of vigorous post-expenditure evaluation. 

In an effort to identify ^l^ow thi^ type of evaluation is .going, we recently^ asl^ed a 
staff assistant Jo try to obtain xopies^of .any, 'leyaluations that might have' -been 
conducted by LEAA on the ueorgia Crime Cornmission and its sub-grants. He spoke ' 
^S. to five professional staff persons at the Atlanta regional office of LEAA; having 
Njeen referred to eactl in sucC^sion. He jpoke with several persons wfth j-EAA.in 
^ W^hington, including the chief auditpr in the Office of Inspector General. 
Questions about evaluation rang no tells. Fipaily he spoke with the planning 
director of the Ceorgia Crime Cori^rnissiofi, wh^o was bgth friendly aqd concerhed. 
His message was that there was rio '^stematic e\4luatlon and it would J)e virtually* 
impossible to have one because "oKthfi difficultiei of measurement.and the lack of - 
"meaningful objective criteria. In orde\ to get' some '^ea of^itizen participation in 
the planning protess, our staff memqeVspoke to the commission's, public Informa- 
. tion officer (a new position created iK lariu^ry J975).,Tfie.cornmission had held-a 
;w sirwcjstatewide public meeting in JulV An Macon to'fihalize the 1976 state plan. 
' Lettefs went to regional criminal justicev planning iinit members (there are 18 such 
units in Georgia), local elected officlalsL \heriffs, police chiefs, and, the media.'' 
\ ^Attendance? A "roomful." Coverage? ''N6t\Tiuch." The public information officer 
seemed genuinely concerned about the p6or shiowing and hoped to do better next 
vpg\Our interns in Georgia and elsewhere foupd no greater public participation in 
* CD i/^"*' law-enforcement planning proceis. 



1308 



' THE QUASi GOVERNMENTS 

Our constitutio^lal federalism gave us only the national government and the 
states. Historvi ffaditioo, and happenstance have given us cities, counties parishes, 
townships, borough1fa.and special purpose districts and authorities w'th the power, 
to tax and to enforce particular kinds of rules, and regulations and the duty to 
deliver particular service^. Relatively recept historical developments^the municipal- 
i reform and good-government movenrients of the early part of this century-and a 
series of national legislative initiatives in the last several decades have given us a, ^ 
bewildering variety of quasi-governmental instrumentalities that now overlay, . 
r ^ rntertwine .With, and in a near infinite variety of ways, relate to the constitutiona , 
1 and tfadftional governmental units: councils of governments, general and special 
purpose sub^statcplanning districts, quasi-independent statewide planning agencies 
• According ttKa 1973 study by th« Advisory Commission on Intergovernmental 
Relations (ACIR), there were in 1972 approximately 78,000 "units of loca govern- 
ment" in the United States, including about 24,000 special purpose (school, water, 
fire hospital, and so fonhi districts. As for quasi-governmental units, there wefe 
more than 600 regional councils, than 500 multi-purpose sub-state planning , 
. distr1<jts, and over 4,0_M singlejjBrpose .(usually federally mandated) , sub-state ^ 

planning units. - • . -.u 

' - Accofaing to ACIR, as of 1972 the re^ were 24 federal programs .that eiUi^r 
required or encouraged area^wiJe planning arJmplementation, or both, representing 
$8 6 billion in federal expeHd^r^foTTIscal year T^72), In 19 of these programs 
areaiwide institutions are either required pr encouraged; in 9 of these, special 
purpose institutions are either preferred^ or required by law. or r^ulation;- m 5. 
general purpose comprehensive planning organizations are preferred (note, however, 
these are not units of government); for the- remaining 5, no organizational preter- 

ence is given. - . , . j- j :„ 

. »rhe most recent extension of the 5ub-state planning principle was^embodied m . 
y the "new federal health facilities and service planning legiaation (PL y3-b4 
Sproved January 1 975 by the President, requiring governors to divide their states 
into health.systems agency areas containfhg 500,000 to 3 million people. . 
' The role'of the states in these.schemes varies from program to program, [n some 
the- states (either the governol" directly or a ^ngle. state agency) Organize the sub- 
. -State ^OstituUop^. and .designate their boundanrk; in. others th^ state lymgted, 
•bfefore federal designation; in several othecs the state's role varies dependiSf on 
whether t>he particular sub-state region involved is me'tropolitan or non-metropolitan_ 

'The 'composition of the governing bodies of these institutions varies Sortie o^^ 
course' .are councils of government, composed of el^ed officials who sitex-officio 
' (and who. may have one vote each or wlw, in rare insQnrwM^ huy cast votes propor- 
ional'to th'e populati.jn of the governments they represent). Others are requ'red-to 
be made up of a variety oT combinations of local officials, elected or appointed, of 
citizens a^i of "consumers." For others, '"aH affected interests" are to be repre- 
sented' Finally, fo*r some, the qualifications of members aft unspecified. , I 
The authority of these institutions varies from prbgram to program state to 
"^statellrftTevep , within -states, depending on applicable state law ^nd the ^-f^^^^ 
of the governor; the combrehensive stite planning agency, Or a single slate agency^ 
Where one is involved. The relationship between governing boards and professional 
staffs varies greatly. A sirtgle pfanner with sufficient, expertise* persuasive abilities, 
and pblitica^ finesse may make or substantially determine all significant decisions; or 
Jhe- S^rr^ may be true of a single elected official or of a representative, of a 
•jartlcular constituent agency, such.as a police ^iepartment, where such persons ai-e 
g^^^ .presented . ^ ' . - - 
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^ These" institutipns-espeSally. thwse wit]) :l. sinjglj purpose-do possess one 
^^^mmori attribute: they are relatively ins^i^ible to the public generally, >to the press, 
the beneficiaries of the pfograms they Vlan, to state legislatures, and, with the 



exception of an Occasional oversight hearing, to the committees of the 
Congress that created them/.or inspired their creation. 1 
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THE A-95 REVIEW PROCESS 



The [ntergovernmental Cooperation Act of 1968 was the culmination of a 
number of earlier federal efforts to rationalize the federal grants-in-aiil process ^t 
fhe state and local level. It and the rfbide'lines implementing Its key sectfbns, Office 
% of Management and Budget's (0MB) ^'Circular A-95/yhftve been described by ACIR 
as "the new congression^il charter for federalism'' thk "substitutes the 'politics of 
negotiation' for the 'politics of bypassing.' " - 

Through its Project Notification and Review System (Pt^gS), ASS requires that 
all applipations for more than 100 federal, ^istan(/e progr^J w^eviewed and, if 
appropriate, commented on by designated^Vcfearinghouses." (The groferams include, 
among others, all urb§n renewal and mo^l cities type pr6jecti< public works, 
highway ^construction, airport ^construction" housing, educationahfadlities,* jnental 
healtn facilities, law enforcement acfion grarits, ix\d planning assistance grantsjfor 
health care, tew enforcement, community acticin, and economic development.) 
Tho/jgh. loosely defined in^the circular, clearinghbuses are multi-juris^tkttqnal units 
a comprehensive planning capability and stafjf. Typically, in metropolitan areas. 
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refflonal councils or councijs of government senje as^ A-^S deari^^uses. In non- 
hifetropolitan areas, sub-^tate planning districts atje the A-95 clearinghouses. At the 
^te leyei,*the. governor's office or the state comprehensive plar^ng agetjcy con- 
'^ucts A-95 reviews. Each clearinghouse determines which appli(j»tiohs raise issues 
\\di might merit comment by its own staff or by its constiaftnrrt^ovemments, 
produces or solicits those comments, then, where significalit differences exist, 
arranges conferences between the applicant and its own staff and/or other con- 
(Cerned agencies or units of govemment If differences are not resolye^^^itical con> 
iVients are attached and forwarded with the applicaVi^ni to the state cleaiMnghouse, , 
for a similar process, and then to the federal agency to whom tK e appfiuliu ii is- — 
addressedj . , / 

Clearinghouses have no formal veto power and federal agencies may accept or 
/ej^t their comments or^ recommenil^tiqns.^ This, oC course, is where the^ACIR's^i 
**politips of negotiation" 'comes into play: since there afe no legal standards for 
review and no legal compulsions, such as a veto, the parties involved must calculate 
•their relative political clout or persuasiveness Nyith the federal agency concerned. 
This may boiPdown to personalitie|^ who knows whom and 'how well* .in the 
governor's office or in- Washington; or^ leverage: who can. gain "the support of a 
poiverful committee chairman who. may have influence at the agency in Washington 
orjthe support, of a key high official in the adminfstration; or horsetrading: what' 
lo(!al politician owes another a favor; or press coverage: who, can plant a story ihat 
will embarrass either the applicant or tbe federal agency involved or both (or, tor 
that ma^tter, embarrass the objector). , / 

, In practice it seems ^at fhe V^p^tftlcrof negotfatb(>,'^' howev^ it^'eally works^ . 
ti^kes hold in only a few cases. Typically; clearinghouse^ .operate at best as imperfect 
information services for the participating agencies and at worst as paper shuffling, 
rubber-stamp wieldersl No one . is really* sure how 'well-or poorly-they function. 
Two things are certain: they are relati\^ely invisible except to the public officials and 
professionals most' directly concerned; and their potential for impacting significantly 
--^♦i*- implementation of a wide variety of federal programs is enormous. 

345 : ^ 



• STATE, LOCAL, AND PRIVATE ACCOUNTABIjJTY MECHANISMS 

For a variety of reasons, accountability for these federally funded state and local 
activities will have to come substantially at the state or local level and through 
private efforts: 

1. Congress has not written into' applicable enacting legislation effective 
reporting, mgnftoring, and evaluation systems. The; planned- and actual-use reports 
that all 39,000 jurisdictions receiving GRS funds must file and publish, for exannple, 
are little more than a joke-even if most of the laughing is done 'in private-for 
those who designed them, for those who complete them, for those who collect 
them, and for those who read them. The so-called applications required to be filed 
by cities entitled to community development (CD) special revenue sharing ftjnds are 
equally worthless. And whether or not they reveal how an applicant actually plans 
to spend CD funds, they are approved by rubber stamp. HUD plans to review actual 
CD activities against these applications, that is, the standard of performance is de- 
termined by what a city says it will do with the monfey. Only those lacking the 
sophistication to write their-applications with sufficient ambiguity will, presumably, 
risk castigatioa The result is a kind of grantsmanship game turned on its head: the 
vyorst api)lications (that is, those that are "ba^l" from any objective pointofview) 
will produce the *'best" results. ■ ^ 

2. Congress lacks the capacity and probably the interest to conduct the traditional 
types of oversight. A congressional committee reviewing the Required reports and 
applications will be in no better position than anyone else to understand what has 
happened, with the money and why. Nor will administration witnesses be able tp 
add much. Nor is it practicable for a committee to esjk.blish its own- parallel 
monitoring system that would, for example, reach intcr^very one of the 39,000 
jurisdictions receiving GRS funds. 

3. As a matter of policy, the current administration is not conducting any signif- 
icant evaluation or oversight of the activities of state and local officials jn these 
areas. To do so, they argue, would involve more 'Ved Upe," more Intervention from 

>^ Washington, and implicitly, the substitution of Washington's judgment of whatsis 
good for the.people for the judgment of local officials who are by definition closer 
to the people. Of course, the executive policy of I'see no evil, hear no evil, sp^k no 
evil" is quite consistent with the mandate of Congress. 

This state of affairs leaves a Mmber of potentially interested people in tJie 
dark about the results of whatf some oiF the more eloquent proponents of the New 
Federalism have described as the Second'American Revolution: 

Those with idle^ curiosity: The academic community and , others interested in 
national policy planning, the national press (thfe local press Vrth sufficient sUff and 
tfTcommitment to investigate reporting will be able to piece something together 
about the resulte of the New Federalisnjiin their (Communities, but few are equipped 

fprShet^k). . , . 

• ' ' ^ . ' ft 

- Those paying the bllf: Federaftaxpay^rs wft6 view their proportionate share 
of federal expenditures as indivisible, Hke most-otl^er participants in the dcama,-will 
be unable to learn how their money is spent or how.effedtiyely. Taxpayers who see 
their federal ux dollars coming }iome in these programs will have to combine the 
skills of good lobbyists with those of good investigative reporters, unless other 
O [jally based groups have these skills and use them, if they wish to understand and 
^-ERXCen, perhaps,*participate jri lp(?al decisions about t^se^funds. 



Those most in need: Desp^'te the fact that few strings are attached to them, 
both community development^ and manpower special revenue sharing funds, for 
example, are supposed to benefi^ target populations. A proportionally larger share 
pf these ^ people in most corpniunities are minorities and lower-income people. 
Coincldentally-or perhaps not S(i coincidentally-these are precisely the Xypes of 
citizens who are the least influential as a function of political power or skill, or 
both, and the least able to conduct sophisticated monitoring activiti^ without 
professional assistance. In many communities these citizens are without\epresen- 
tative spokespersons and without strong organizational support ^ 



THE ACCOUNTABIUTY GAPS:\ EXPERIENCE HAS BEEN NO GUIDE 



I selected»LEAA tor some specific elaboration because experience with it thus far 
suggests that Cong^ss and th^^ present administration seemed to have learned very 
little about accduntabili^ in the context of new relationships between the federal 
government and Spates and local governrnent In fact, none of -the lessons learned 
with LEAA seerirfo be reflected in its progeny, general revenue sharing and the 
various forms of special revenue sharing already adopted. Nor has experience with it 
led to any substantial effort to rationalize special purpose sub-state planning 
districts—remefhber, just this year (1975) a 'new natipnwide districting scheme for 
health facilities planning is being c'r^ated without any apparent thought given to 
similar systems wholly or partially \n effect for 24 other different programs. Nor. has 
any particular effort ^en made to relate the\ LEAA experience-in which tbe state 
planning role is paijamount-^o the A-95 process. 6n the^cohtrary, the state role in 
A-95 continues to be almost coincidental, except In a few states in which guber- 
natorial actiorTor state law have n^andated otherwise. 

The first major accountability gap is theUailure of any ^f the traditional 
institutions tp exercise their expected check and\balance or oversight role.* Congress 
has failed to see the bigger picture. The fnfergovVrnmental relations subconnmittees 
in the res^ctive bodies have what they consider more immediate issues to pursue. 
And th6\sul?stantive committees t^t oversee both the New Federalist legisla^tion and 
the^assortment of jgograms stimulating sub-state planning in its various fprms have 
taken no visible^JoTi. Tlie system may have become too complex for Congress, as 
it is presently organized, to cope With, especially sinVe tampering \^th it is rteither 
IJIjUslatively sexy nor safe. Spjcificially, it is the type W hornets' nesfiof back-home 
^political intrigue U.S. Senators' and Representatives arA loathe to deal with, except 
througb.^hfir o)vn version of the politics of negotiation.^ 

Assuming no immediate interest on the p^^t of Conkress, the impefus for over-^ 
sight will have to come at the state or local^vel. As Indicated" earlier, there was 
some indication in 1973 that, at least withf^spect to LEAA,^ the mayors, through 
the National League of Cities-U.S^ Conference of Mayors,\ were beginning to chafe 
under some aspects of sub-state re'gional planning. My ovgufeeling is that the states 
have a much greater interest in rationalizing the rhtergo^ffnmental scene and making 
the assorted quasi-gO)^erpmental institutions within their l>oVdet§^ccountable than 
do any V the lesser units. First, state law still controls most of the procedural 
qqestions involved (access to information, openness of meetings, auditir^ stancjards, 
powers of councils of government and oif most other sub-SMte planning bodies, 
including those created in response to federal initiative). Secbnd,istates are the 
simplest points of reference for rT)ost citizens. A person may taxes to or be 
subject to the decisions of dozens of sub-state goverqments^'and fnstitutions*^ His or 
her eity may be relatively visible; but powerless to control all theWhers. the state 

Q visible and potentially powerful enough (in the sense of possessing more of 
^|M(^>ntial legal authority) to control or effectively .oversee the reyL 

^ ^ ^ 347 ■ ^ A 4 
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Foundatiofv priorities^ in connection with | the role of sta\e governments here 
should be, first, to encourage and support efforts to measure the performance of 
those state institutions with a known potential role irr the area, governors' 
budgeting offices and intergovernmental relations offices, the state A-95 clearing- 
house, the relevant legislative committees. It is important that such efforts also 
focus on the rol^ of organized pressure groups of local officials,^ sheriffs* 
associations, leagues of cities, .and so forth. Second, assistance should be given to 
those community orgariizations, especially those whose interests are statewide or 
that otherwise carry on activities at a state level, to enable them to monitor and 
participate more . effectively in the decisions of state agencies concerned. One 
method of accomplishing this would be to fund public mt^est consortia of planners, 
^countants, public administration experts who could provide free or low-cost 
^sislance in commenting on proposed grants, plans, and administrative actions.* 
Members, of a consortiurti would not be advocates, but would provide technical 
assistance to those advocates otherwise unable to prepare the sophisticated analyses 
that cp'uld better enlighten' decision makers. 

A second major accountability gap is the lack of a central source of informatiorv 
on the intergovernmental scene in a state. There should be a central repository, k^t 
current on at least a' monthly basis, of all i^elevant information on the activities, 
membership, output, and so forth, of all sub-state planning operations in the state. 
A state university library or institute of government could serve this function. This 
service could be an adjunct to or first Uep' toward a central repository on infor- 
mation about the activity of local governments-even special districts-in a state. 
Such a "clearinghouse* would be invaluable not only to researchers and citizen " 
gVoups, but also to officials and public servants in all sub-state level government .and 
quasi-governmental insitutions. Local and btate foundations or a consortium of same 
could provide the seed money for this kind of operation with the expectation^ that 
public funds would eyentually carry the burden. ^ 

A third major accountability gap is v hat might "be described as the absence of 
"affirmative action" in information on the part of both state and local government 
agencies. Few states in the country have the sort of official gazette of proposed and 
finalized administrative actions represented by the Federal Register. No one would 
argue that the Federal Register is a perfect tool. Yet those whp^are concerned with 
the activities of the federal government would be helpless wiWout^.it. State registers, 
perhaps not with the daily frequency of the federal cquhterpart, could be 
immensely useful to ordinary citizer^s and others i^ith an interest in following the 
activities of government, but the^ should not stop at state government. They could 
extend, at least, to those activities byJocal governpients, for example, participatloh 
in A-95 review, that have significant intergovernmental dimensions. Texajj, wiH soon 
be publishing a state register under its new administrative procedure act; unfor- 
tunately it will cover state agencies opiy. Foundations could support pilot registers 
,^rn those states that do not have thenrr and could, in the process,, ensure^at inter- 
governmental activities are duly reported. (Since publication would be voluntary, 
such a private effort would necessarily be incomplete, but it would' be far more 
useful than what most citizens are able to learn today.) Such a project coufij be 
financially self-supporting and could, conceivably, generate enougfi subscription 
income to liquidate much or ail of the initial investment. 

The fourth major accountability gap is really a series of barriers vto effective third 
party (citizen or independent researcher) particip^ion or monitoring: 

1 . Closed or inadequately ^"uBncrzed meetings. 

2. Refusals to provide information (often, we have found, due to ignorance on 
the part of both officials and citizens of their duties and, rights, respectively, under 
state publfc record laws). r ^ 



3. Unavailability of staff time to assist ''outsiders", in understanding the process 
that the^^li^ to participate in. j 

4. Failure of officials to understand, how^ir,activjties fiitjnto the larger^picture 
of planning, and federal-state-local governmental inter|ct|ons. (Stated another way, 
officials as well as citjzens are yicrtimized by^the same atom ization and complexity.) 

^ \ i 

5. Failure of state and I0C4I legislative bodies to play a significant role in the 
expenditure of federal funds. (A poini raised by the Lawyers' Committee in its 
critique of LEAA discussed ^v\\^v)i/^ 

The fifth accountability gaji^is, in my view, the genera^^ ^^^SS^ built-in 
mechanisms' to ensure accoiimability. These are possible in a v^p[y of different 
forms: ombudsmen with tenure, free speech for -professional staff within the 
organization, citizen revierw boards with access even to privilegea< information* 
possessed by an agency and, where the oper<ition is large enough to Justify it, with 
their own professional staff member or members, and, finally, citizen-participation^ 
speciaMsts wfiose job descriptions, if nothing else, require a commitment to bringing 
outsiders into *an. agency's or government's decision-making processes. In this latter 
regard, we have found that city employees who have had experience in the various 
citizen participation and neighborhood involvement processes mandated by law for 
agencies such as model cities and community action translate their experiences very 
effectively in other areas^ such as involving citizens in the process of deciding how 
Housing and Community Development Act special revenue sharing funds are to be 
spent. Foundations cquld provide demonstration grants to agencies or governments 
willing to undertake one of these approaches on an experimental basis, separately 
funding independent nrwnitoring of their effectiveness. 

The "final" but by far the most serious accountability gap is the under-institu- 
tion'alization of private, nonacademic monitoring efforts at the state and local level. 
Once all the barriers are removed and once "affirmative action in information"Js 
attained, they wiil have little effect unless there is an organized "third sector' 
committed to government accountability for its own sake. The infra-structure of 
public interest group advocacy and representation that exists in Washington with 
respecj to some* federal agencies simply does not exist in most state capitals or in 
most cities. The attributes of this infra-structure include permanency (or at least 
•enough, financial resources to last beyond two or three years); professional staffing 
(or at least fujkime paid employees) who will be around day after day and who 
will be perceived by decision makers as reasonably well informed,* expected 
contributors to the process, and visibility (generally, through the press) to ordinary 
\itizens directly affectwl by the actions of the agencies or units of government 
involved. The role of Tqundations here is^ self-evident: fund such infra-structure 
building efforts. The.'public intwest community in Washington, whether it be public 
interest law firms or environmental groups or civil rights groups, would nol^ exist 
were it not for the willingness of a handful of foundations large and small to take a 
few' risks .with some of the pioneer groups. They were most successful when they 
identified individual public interest entrepreneurs on whom they could rely and 
whom .they knew to be sufficiently committed t6 carry through once initial 
foundation support through seed money would no longer be available from the 
original som'ce. ' 

The. possible techniques for^ foundations to assist in building independent state 
and Jocal "watchdog" efforts include 

1. Providing financial support to enable state and local public interest groups to 
becpme organized and to sustain themselves with sufficient staff and for a sufficient 
length of .time'to understand and be able to participate in local decision making. 
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2. Developing and/or suopbrting institutions that can identify and, if necessary, 
aid in the organization of ^ch watchdog efforts at both the state and local level. 
These brokering or mediating institutions -my own experience suggests 'that they be 
organized at/the state level wher.e possible- would serve to overcome .the single 
biggest operMiqnal hurdle to foundation involvement-decentralization itself (that is, 
the difflcunies and the risks of dealing with literally thousands of possible local 
organizat^ns). ^/ 

, 3. Syipportmg changes \n the lax laws limiting efforts to influence legislation. This 
would /Substantially increase the effectiveness of local groups and their abiWty to 
raise money from both foundation and nop-foundation ^ources. Incidentally, the tax 
code Itself is a significant barrier to organUing^local monitoring and advocacy 
groups. Few* have access to knovy(edgeable tax counsel, and those who do are 
discouraged by both the complexi^of present law and the risk involved if their 
acm^ities fall in the rather large gray^ea. 

, 4. Developing innovative techniques to leverage local fesources to support local 
vyatchdog groCTps. Matching grants from national foundations are ofterr used to 
^{jpport local art and cultural activ/ties as a stimulus^ to local giving. Why^/iot use 
imilar techniques-in the government accountability? area? \^ 

\ 

VI 

CITIZEN GROUPS IN THE SOUTH 



Our work throughout the IJ-state South has led us to the following conclusions 
about the present public inter^t group infra-structure in our region: 

1. There are few statewide ''citizen groups" of any description in the South. For 
example, in ooly three of the states (Texas, Arkansas>and Virginia) are there state- 
wide consunW group^ with Jull-t'ime [including unpaid) staffs. Statewide envi- 
ronmental groups are just as spotty. The same or worse is true for groups repre- 
senting poor people, senior citizens [Florida is a significant exception), and minority 
groups (Texas and Tlorfda are r rtjfiiiirrrfnr the Spanish speaking; Black groups 
tend to operate locally or through elected officials, especially legislators). 

Three ^ issue areas at the state level are exceptions in many states: utility 
advocates, women's rights groups, and good government groups (largely Common 
Cause state organizations). But eyen in these issue areas the groups that do exist 
have far fewer resou/ces (m(iney and full-time staffers) than might be expected. For 
example, though Cornfffen. Cause volunteers have effectively lobbied for ethics and 
open meetings in, a number of states, only irt Texas c^n tWe group afford a full-time 
paid lobbyist The few effective utility advocate groups/{in Texas, North Carollna,^^ 
Virginia, and Georgia) have survived largely ttTPough^thj^personal sacrifices of a hard 
core of volunteers and in spite of few or nos^JeselJPcBs. The League of Women 
Voters, AAUW, NOW, and the Junior League are active'in afl 11 states, but visible, 
in only a few except on ERA. Again where they have a hard core of full-time 
volunteers, they are both-\asible and effective. , , * 

We have found otJstatewide cKizen group irT the South^ that has made an effort 
to pafrticipate. ojr influence state agency or legislature decisions about New 
Federalism progr^.s. ^ ^ * ^ - 

2.. There are only a handful of lo^cal organizations able to participate on more 
than a one-shot basis in any area of local governnjent decision making, includih^^ of 
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course, decisi9ns about the allocatioh of federal ciollars. Thus, even where citizen 
participatipn was actively sought by local officials in the programs about wbich we 
were concerned there, was limited response. In most other places, even had officials 
taken the initiative, few groups ^uld have commented, effectively on proposals \y/* 
planners and department heads. The exceptions came where specific propQsals 
aroused press interest and/or where ad hoc single issue groups came together to do 
battle (for example,' freeway location, abandonment or^a severe cut in a major 
community servrce). And these were most effective when volunteers with profes- 
sional training (such as lawyers, engineers) could be enlisted. Obviously, this meant 

a bias toward "middle-class" is^es. 

' A- . 

3. The groups that do exist are chronically short of resources. They are compel- 
led to devote substantial energy to fund raising and finding volunteers and they are 
prone to pick quick-and-dirty issuesjhat bring public attention to themselves and 
that rouse emotional support from the broader community. They are generally 
unable to watchdpg or monitor governmental ^activities or to undertake any 
activities that require fong-term effort (that is, more than a couple of months) or 
extensive fact-gathering, for example, the kind of legwork necessary to gather 
evidence for an equalization of municipal services la>v suU. 



THE ROLE ©F FOUNDATIONS IN BROADCASTING 
AND CABLE COMMUNICATIONS POLICY 
DEVELOPMENT 

Albert H. Kramer » 



Introduction and Summary 



The purpose of this 45aper is to discuss the role that foundations hav^e played inS 
the evolution of policy in the broadcast and cable area during the last several years. 
It addresses this issue in a general way but in the particular context of the study 
con4Mcted by the Commission on Private Philanthropy and Pu^bHc Needs.** , 

This discussion begins from the premise that from the p*erspective of any fair- 
minded oteerver major foundations have provided relatively generous support to the 
evolution of communications^ public policy. Moreover, thi^ support has probably 
had a somewhat beneficial and benevolent impact on broadcasting and cable policy. 
But at the same t^ime, the particular perspective that major foundations have 
brought to this area has in itself been a major defect in their ability to define and 
respond to "public needs" in the area of cemmunications policy. 

In particular, the perspective' that major foundations have brought to defining 
public needs in the broadca^ing area essentially represents an extension of what the 
Filer Commission has char^ueterized as^wq of the. major ^'current patterns of giving** 
by private philanthropy, support for edu^^tion and suppprt for ciilt^fal (particularly 
the arts) institutions. The primary ^\>p^ch.^A}^ nwjor -fqufidatrons has been to 
J attempt to enlarge the'number of availible outlets by creating a public broadcasting 
system and to hope that some of the newly created forums would incidentally 
prove to be effective platforms for groups that would ordinarily be excluded from 
access to^^pmmercial broadcast media. Until very recently, this limited perspective 
tinted foundations^ in general and major foundations in particular from 
(fes|^6nding to what is ^almost universally conceded to be the central publjc need in 
■ e^^a of broadcasting policy: arresting and reversing the increasing concentration 
control in fewer and fewer hands of tne decision-making power over the, content 
sthe media that has increasingly set our national agenda and redistributing existing 
corJbentrations of that power by taking some of it from those segments of sptzlety 
that now control it and vesting elements of that control elsewhere. 

It hardly needs mention^that media^- primarily the broadcast media - dominate 
our lives and determine our tastes, attitudes, and ^prejudices. Stpdy after study has 
implicated radio and television ih*\irtually every other concern of our tirpe: race 
relations (the Kerner Commission), violence (the Eisenhower Commission), war 
(William Fulbright's The Pentagon Propaganda Machine and CBS's "The Selling of 
the Pentagon"), child development (the Surgeon Genertl's Report and Robert 
Choate's work on nutrition), drugs (the Natioq^<iW5t)uncil of Churches* hearings. 
Senator Gaylord Nelson's hearings), the rising costs of political elections, mass 
consumption, the role and rights of women, rising levels of alienation, the disinte- 
gration of the family, the decay of the cities, and so forth. Where the broadcast 
media's effects are not directly implicated in the issue, what they tell us about the 
issue affects the level of ^nafional debate on it. Whether the issue is tax reform, the 
environment, health care^ or energy, the ultimate resolution may depend in large 
measure on how- the media handles the'issue. The battle for public opinion is often 
waged and great wars won or lost on, a battleground that is roughly a 21 -inch 
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square. And of course the broac^ast media's greatest influence can lie in w^at it. 
doesn't do or prevents us from doing-its beguiling ability to fill our minds with 
trivia and commercials, to keep us from thinking about.pressing problems. 

That there is an urgent pu^jlic need for dispersal of the awes6me power to 
control this powerful instrument cannot be gainsaid. This general need manifests 
itself in a variety of speciffc needs: the need for more outlets, the need for public 
partrcipation in policy affecting media, the need* for access to the decision-making 
processes affecting the media, and the need for direct access to the media 
themselves, to name but a few. / 

There has been little or no support of those nfiovements that might in some smalt 
or substantial mangier challenge the ability of the existing broadcast media structure 
with its underlying economic support by private advertisers, to control the flow^df 
information and news that establishes national prioYities and lifestyles. What little 
has been done to confront the existing media control patterns and redistribute 
direct access to the media as well as the decision-making processes affecting the 
media has been too little, and possibly too late. And the same oversights that have 
characterized major foundation efforts to affect broadcast policy in the past 
continue to persist. - . > 

What is worse, the errors^ of the past are being repeated again. Ai emerging 
technologies - at the moment, primarily cable communications - portend a golden 
age of communications in the future, too nuJch energy has been devoted to 
attempting to shape power relationshif)S by research and policy fiat Foundations 
■are devoting virtually no resources Xo the fundamental task of supporaQg>^ir^ 
action advocacy^ efforts that will ensure that the blissful era of channel abundanC- 
ever comes about or that its benefits will be equitably distributed. 

. ,\ I ^ 

THE FOUNDATIONS' GREATEST EFFORT AT 
MEETING PUBLIC NEEDS IN BROADCASTING 

/ 

U would be easy to say that in the area of communications policy of concern 
^ here, foundations have been too oriented to research and lofty policy discussion 
rather than follow through \r\ action-oriented projects that helped shape that policy. 
Undoubtedly that thesis could be documented in a number of ways. One could go 
through the' annual reports of selected foundations^and pick out selected pto|e.cts- 
for a listing.^ Similarfy, one could oaUlogue the mountain of research supported by " 
various foundations through the Rand Corporation, or by the Twentieth Century 
Fund or the Markle Foundation. This criticism of major' foundatioo activity has 
^ much merit, and we'shall have occasion to return to it. (See pp. 133J04.) 

Yft the notion that major foundations have simply supported theoretical research 
rather than action- or policy-oriented research is difficult to sustain in the face x>f) 
The FoVd/ Foundation's unremittihg support of the development of public broad- 
casting the Report of the Carnegie Commission on EducatioDal Television (which 
ultimately led td^legislation establishing the Corporation for Public Broadcasting), 
Carnegie's and Markle's involvement in support of the Children's Television 
V \ Workshop (creator «>f "Sesame Street" and ''Electric <:ompany"), and the Sloan 
Commission on cable television. Whatever the shortcomings of major foundations in 
other areas of sotial activism,'^ these efforts represent "action'* commitment^ of 
^ major dimension. ' - ^ n s 

What they do not represent, however, i^ a commitment to a major challenge or 
^ the establishe^d patterns of control over the information reaching th^^Arperican 
1 ' people They are, 'if anything, complements of the existing concentrations of media^ 
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power and validations of the traditional "educational" and "cultural" concerns of 
major foundations. - . 

Consider the area of greatest visibility of major foundations active in communica- 
tions policy: public broadcasting. Public broadcasting originally began as 
"educational television," with the emphasis on television as an instrument of 

• instruction. The early promoters of public broadcasting, targely backed by The Ford 
Foundation, included organizations suph as the joint Council on Educational 
Television, the American Council on Education, and the Nationa) Citizens 
Committee for- Educational Television, all creatures of the early 1950s. Experiments 
included the classroom use of television at various levels of education, as in the 
Penn State experiment and the "Hagerstown Project," and the use orielevision as 
an efficient means of upgrading educational standards, ^s in American Samoa. 

At no point was Ms development a threat to existing media j)owers. On^he 
contrary, the handful of powerful interests controlling commercial brpadcasting 
cou\4 hardly have done a better job of orchestrating the entire movement. The 
niajor "challenge" to existing power patterns over the media came in the early 
1950s With a successful effort to reserve certain TV channels for educational use. 
Yet even at this level where there would have seemed to be the most direct 
confrontation between established media powers and public broadcasting, there was 
not a real conflict. Reserving channels for educational use meant no new economic 
competition for existing cornmercial owners and licensees. Commercial broadcasters 
have frequently paid handsomely to reduce competition from other outlets. A 
classic illustration is the money raised by several New York television stations in the 
early 1960s to purchase Channel 13 from a commer<^ial broadcaster and turn it ovcfr 

^ to what is now the Educational Broadcasting Corporation (WNET), In the early 
1950s, the broadcasting industry was no less astute. Notwithstariding a* few 
hysterical Broadcasting editorials, there was no real opposition from the\industry to 
the foundation-backed efforts to reserve some channels for educational use. 

Over the years, theses? "instructional" uses of television became (sniy one 
component of "public" broadcasting. An important factor in this evolutionWas the 
demist, of serious drama and journalism on commercial television in favor of mass 
appeal, common-denominator programming Public broadcasting wouW be the 
alternative to the **vast wasteland" wijhout threatening it. ' . * 

It is not withjiut significanceVhat major foundation involvement in broadcasting 
coincides with the arrival of television. As discussed above, the classroom piitential 
of television aroused the early interest of foundations. But to a far, far greater 
extent than radio, which has never enjoyed major philanthropic support,^ television 
also represents a natural extension of the performing arts, a time-honored outlet for 

^riyate_philanthrpi)y. Thus public broadcaUing combined two traditional attributes 
of recipients of private philanthropy: edifcationiaad. culture. 

The resulting philanthropic obsession with pubik broadcasting has been wide 
ranging. From the "Pflblic Brpadcasting Laboratory," it took us to Julia Child's 
kitchpn; then it took us down "Sesame Street" to the "Steambath," from '*High 

.School" to "Juvenile Court," through ^le "Forsyte Saga" to "War and Peace,'"and 
froirr "The Great American Dream Wachine," to an unintended result for "The 
American Family," and elsewhere. Public lyoadcasting serves the social strata thaf 
forms the least desirable audiencyf5^ commercial television, if its members would 
watch commercial television at^. The^ighbrow" nature oT public broadcasting 
programming has been a majocA^t&ftf^nce its inception. Moreover, public broad' 
casting has* provided an outlet for programming appealing to ethnic and racial 
minorities, further easing the strains on commercial broadcasters. 

In short, it seems feir to j^te that pnajor foundation support of public broad" 
castiilg .stemmed from traditTOal phManthropjc 'concerns with education and the 
arts. It became an alternative to commercfal broadcasting for a small group whose 
cultural arid educational- n^ds ^^er'e going unmet by commercial broadcasting rather 

^ . . . - r - - . - . ' 
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than respo/ding to any strongly exprjised or felt ^'pubNc neecj/' It was not 
designed in W vmanner Jo confront or , challenge the existing control oyer 
broadcasting oflTthe national networks, inultimedia and^ station group owners, and 
^conglomerateJnVdia, owners who dominate the American agenda by controlling 
\ much of the flow, information and ideas to the American people. ' 
\ The ob)ecti\e of providing an alternate broadcast service thi't'yields greater media ' 
\ diversity c^n h^6\y be faulted. To reiterate,^Sttnr^ not thQ purpose here. While it is 
\ debatable whether the objective of creating an alternative broadcasting service has 
'been rationafly pursued by the major foundations, the nobility of the endeavor is 
not m question. But without denigrating the meritoriousness of the goal, it is valid 
to ask whether the project has not been too costly in terms gf alternate means of 
accomplishing the same or a similar goal. Bven m6re fundamentally, one can 
question wh^er given other public needs the goal itself warrants the priority it has 
commandea/^^e pp. 1328-30.) . 

Xet the -effort has commanded major foundations' attention and literally 
hundreds of roillions of their dollars. The direction of major foundation effort was 
almost predictable given the predisRpsition toward avoiding Confrontation with the 
major problem of-media. the unwillingness of existin4medi|| dynasties to relinquish 
•either economic or political power. The major founda^n^ere, and for the nXHt 
' part still are, ijnwilling to take on the fundamental maWfifribution of control and\. 

power over media and its CQntent that exists in this country. It is rectifying this 
^ im6alance^that- warranted^ and '^dpues to- warrant the first priority of major 
foundations. Even if there were not a more efficient means of providing greater 
♦ diversity. in broadcast service than public broadcasting (see pp. 1 328-30) as a matter of 
social priority it is of greattf consequence as a felt public need. Resolution of this 
imb^ance might help to rectify other major social imbalances ^and dire public needs 
-'that^e^Ult from or are aggravated by the media's massive power. 

FaLing^this pro6lenT requires a commitfrient, to a struggle and direct»confronta- 
- tionXith some of the mast powerful commercial and Industrial interests in society. 
-It iS hot merely the broadcasting industry's power that must be challenged-in itself 
a formidable ar^ay ,of major industrial arfd diversified conglomerates and conge-* 
nerics; it is also the many major commercial, industrial, and service concerns that 
■ havd' become dependent on the broadcast media as major marketing instruments and , 
as the vehicle for creating a climate of public bpinior^ favorable to^ their continued ' 
economic via^jflity. Indeed, it, might involve the major foundations in confronting 
the very interests that allow them (the major foundations) to continue to^determme. 
the agenda of private philanthropy in the same manner that those interests help 
determine public and privat.e patterhs of consumption and expenditure. 

^ 1 \ > II • 

FOUNDATION SURPORT OF IHE CHALLENGERS ' /. , 

• 

thus far, the challenge, to these interests has, in the main, not been accepted by 
the major foundations. Thei£ ^support of "action" groups involved in such endeavors 
has been at a relatively miserly level. , - • - ' 

In general, the pattJ^rn that emerges confirms the view that organizations |Jealmg^ 
in highly controversial attempts to redistribute control of the^decision-makmg 
processes affecting the media or to challenge the basis of the commercial media, 
* that is advertiser support, have'been underfunded, gone without funding, or had to 
undergo incredible tests of stamina before receiving funding. And it is not without 
significance that often this funding has^come not from the foundation departments 
most concerned with communications, bqt from departments willing to use 
O ;ommunications as a process for furthering other substantive programs, as^de^ribeti 
ERJ^C>«low. 3d i 
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The Success Stories 



To my knowledge, there ^re four groups that have received significant foundation 
funding in this area. With, respect to three, there are special circumstances surround- 
- mg tbe conditions under which^they were funded, and the fourth has only recently 
received substantial major foundation support. 

; Office of Communication of the United diurch of Christ 

The Office of Communication of the United Church of Christ did the pioneering 
wo/k In .pjti^en advocacy^ in the broadcast media. Beginning as far back as 1964, it 
fought the battle to fadlrd citizen groups the legal status to participate in Federal 
Communications Commission proceedings. The battle began over a blatantly racially 
discriminatory station in Jackson, Mississippi, at the height of the civil rights move- 
ment - which accounts in part for UCCs successful efforts at fund raising. Be^tJse 
the project was in the South and in civil rights, #ie Field Foundation and The Ford 
Foundation provided initial grants of about, $10,000 each. But the bulk of the 
funds to sustain the challenge (which culminated in a 1969 court decision ordering 
the statlon^s lipehse taken away, although the battle to determine who will get the 
license is continuing) came from the church's own funcjs for the promotion of racial 

^justice* Subsequently, the Office of Communication was able to raise some money 
for aF special project on the fairness doctrine^ and for a broadened program to 
combat racial infUstice in broadcasting.*^ Again Ford and Field provided the funding, 
with the addition of some AFL-CIO money in the fairness docfine program. Th,e 
Office of Communication has Wiore recently received ^orjie grar^s from Markle and 

^he Stern Fund to pifbiish and disseminate some handbooks and pamphlets on 
citizen rights In the media. Ford haft continued to provide support. But the bulk of'' 
the support comerfrom church funds. 

*rhere dr%^^fi^\ Rotable aspects about Jhe support given the church's program. 
As mentioned above, the program arQse In the special context ofThe civil rights 
struggle In the South. Further,- the bulk of the funding has not come from the 

^"comipunicatlons" department of the largest foundation involved - namely. Ford. 
It has* h@lt to come from a division (National Affairs) nrTore used to being on the 
firing line. And where other large foundations have ^provided support .(namely, ' 
Markle)i it has beeg for the publications aspects of the program. (The iktterhar^ 
been equally true ^or the Stero Fund in this inspnce; but as discussed below, the 
Stern Fund has been'bne of a handful of small foundations that has kept the citizen 
advocacy approach In broadcasting - as opposed to the education and alternative 
approach discussed ;|^ve ~ alive.) Finally, there is the relatlye Safety of making 
grants to programs being conducted by a national office of an organized national 
church. With all deference to the progressive role that many churches have played at 
the-cuttinjgiedge of social progress, ^ contribution to a church program Is still a 
rela^ely "safe" contribution. * . ' 

Citizens Communications Center 

^ CITIZENS^was founded as a one-persorf public interesklaw firm, in fall 1969.*^ 
An office and |>hyslcal facilities were provided by tha^Robert F. Kennedy Memorial, 
of which CITIZENS was a part, A one-time grant or ^S^dOO came from the Midas 
Foundation,^ then headed b/ Gordon Sh^erman. This grant covered all salaries, 
operational expenses, and out-of-pocket disbursements attributable to CITIZENS' , 
opecatioos for one year. 



Before the year was out*, CITIZENS; casejoad - and scjt)pe of operations had 
expanded beyond the capacity of the RFK Memoriarto cqntinueto contain i.t and 
••the initial grant to support it. In fall 1970, a critical graftt was^eiyed from the^ 
Stern Fund. The grant allowecf staff and physical faciliti^ ex^afT^'on. About the 
same time, RFK agreed to provide a termination grant. (By this time, CITIZENS 
was -separately incorporated and shortly thereafter rdceived its own seotion 
501 tax status.) 

In the meantime, CITIZENS had begun to seek fundinte from dozens of founda- 
tions, including most of the major foundations. It was uhiversally refused fundmg 
even'though through the spring and summer of 197] it realized a series of 
important court and FCC victories, as well as influencing' the policy of other major 
government agencies both directly and as tho?e ageniies related to the FCC. 
CITIZENS literally survived on a month-to-month basis, devoting enormous amounts 
. of energy to securing grants - some smaller, some larger] - from a host of smaller 
foundations, and individuals. (Examples include Pj6j Abelard, Playboy, and 
Fairtree.) * ' 1 ' • , 

It seems safe to say that CITIZENS would have folded sometime in 1971 - 
despite its enornDously successful track record - but for the active intervention on 
its behalf of several trustees of the RFK Memorial (as wetl as several other persons 
who had come to know CITIZENS' work). Ultimately, ovk a year of negotiations 
with The Ford Foundation led to a grant in April 1972. OVer a half year was spent 
haggling abo^ut a board of directors which reflected - to use the words of one 
foundation executive - the proper degree of '^balance, energy, and sobriety.** While 
the dickering continued, the Kbokefeller Family Fund, the Stem Fund, and DJB 
provided critical, life-giving, interim funding. (The Rockefeller Family Fund 
continues to fund a minority-intern' program.) 

Happily CITIZENS and Ford' have enjoyed a mutually satisfactory relation since 
the initial 'grant in April 1972. The relations between the Ford staff, who were 
helpful and supportive, and CITIZENS* principals -were and continue to be cordial. 
The institutional relation became strong enough to survive a complete transition in 
CITIZENS* staff without ariy program or funding disruption. 

Despite this happy' ending and Ford's staunch support of CITIZENS and its 
programs, there age several aspects o^^this relation that indicate the extreme caution 
with which Ford approached the project. At the outset, it should be observed that 
the grant came not from the 'communications component of Fo|xi, but "from its 
National Affatrs Division, a department used to dealing with social reform. The 
grant was pro€^ssed and treated as a "public interest law firm." (This accounts^ m 
part for the lortg delay. in negotiating the terms of the grant the extreme caution 
with the*<5)mposition of tHe boarct of directors, and so forth.) Thus its success was 
analyzed'ln terms of its legal record and program rather than in terms of its impact 
in dispersing media^power. It also meant that the program was acceptable because it 
^ came at a time (197M972) when public interest law was very much in vogue, 
making it relatively easy for Ford to integrate CITIZENS into a ongoing program. 
But' the one feature which most characterized obtaining fuhds is the incredible 
expenditure of time and energy, by the staff and the directors of CITIZENS as f^^^ 
as^ Its many supporters in many reform movement across the courttry, put ifto 
obtaining ^the grant - <tnd all of t>f9^ tfjg face of (even perhaps- because of) /hat 
was generally conceded at the time to be an organization that had broken virtually 
all track records for the length of time it had been in operation and the size of its 
staff. ' * 



Action for Children's Television « ' ^ 

ACT is perhaps, the 'most grass roots 6f the citizen movements in broadcasting. 
O \CT began as a group of fouf mothers meeting in 1968. They were disturbed at the 
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nature of programmfng for children and the nature and quantify of advertising 
directed at children. By eajly 19(59 'they had formed a nonprofit corporation and 
• had tax-exempt status by the endkof the year. .Around the latter time, they also 
began working with'jthe Citizens Communications Center to discuss how they might 
go about beginning to implemen|a qefornri, platform they had devised. * 

By early 1970 this reform^ platform had become a subject 'of proposed, rule 
making issued by the FCC. This proposed rule making received national attention: 
By year end 1970, it had geherated a record influx of citizen support at the FCC. 

With a national reputation, ACT succeeded in getting a life-giving grant of $6,000 
from the ^^kle Foundation, a $l,000'grant from Consumers Union, and a $1,000 
^ grant from the, National Citizens Committee for Broadcasting. This extremely 
nxjdest funding carried ACT until it got its first ©ajor grant ($164,000 for two 
years); in March 1971 from the Marble Foundation. Since then, ACT has be^n 
relatively successful in raising major grants (froRo^rd and Marine) and currently 
has a special grant (from Carnegie) designed to aflow it to become a national, 
self-siistaining membership organization. 

Several comments regarding ACT are in order. For the first two years of its 
existence, 1968 to late 1970^ while it developed its major plaVorm, became an 
organization with* a national reputation, and began what was to become a rute 
making that generated more public participation than any other in FCC history, it 
did not -.have any foundation support. Its entire program was staffed, paid for' 
and/or run by volunteers. Mpreover, ACT was working in a substantive area that is as 
^ pure and Jnnocent as ... . well, childhood^. Even so, there was extreme caution on 
the part of major foundation? in 'terms of their willingness to become involved. 



Medb Access Project . ^ 

MAP was formed irt late 1971 to attempt to confront directly issues involving 
the right of direct access to speak on the media. The.focuS of its concern was more 
on establishing individual and citizen organization rights to speak via the media than 
on the general failure to render adequate broadcast services to a community. (In 
' general terms, the latter wSs more the focus of CITIZENS and United Church of 
Christ, although both of them had projects Jhaf overlapped with MAP's and vice 
versa.) MAP also* quickly developed an impressive record. Yet throughout 1971, 
1972, anjH most of 1973, its primary support came from individual private philan- 
thropists. Beginning in 19J3, the DJB Foundation and the Rockefeller Family Fund 
began to play significant roles in providing support for MAP. The >Rockefeller 
Family Fund haj continued to be a major source o( support altholJgh the DJB 
Foundation has now exhausted Its '-resources. *>Howevef^ in .about mid-1974, the 
Markfe Fpundati9n began to be'a major ^source of MAP funding and has continued 
to provide funding. g ^ ^ 

These are profiles' of the four major continuing na*tional groups that hav^ 
attempted with any degree of success to confront the power sftructure of the media, 
Sevml g^enerafizations are apparent Most received their start from individual pjiilan- 
thropists or by volunteer efforts; Each of them had to establish tr^ck records of 
enormous proportions before they received any niajor foundation support Their 
-funding has, for the mdsX par^ come/rom a^handful of relatively small foundations, 
.such as DJB and SteFn Furid. Of tbe-major founc{^tions, only Ford and the 
. Rockefeller Family Fund (if the latter qualifies as a major foundation) have had 
significant involvement, and then almost never as a»part of a communications pro- 
gram. Most obtained funding boiause of a combination of unique circumstances. * 
, Mar kle, has. been a late* but welcome^ trant to the field. 

^ In general, these groups have been underfunded and understaffed. MAP^. the- 
Offfcft of Communication, and CITIZENS carry enormous caseloads. They att 
gl^^yJS^rning away as rfiany clients ^*tb^are helping. They lack the resources* 
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^ to carpy on\proiritted proceedings where litigStion ejcpens^s are high. They are, in* 

f short, simpll not '^nough. * w.^ s2 , i 

' C' V ^ . S f 

The Might-Have-Beens 

/ , ".^ • , - ■■ • 

It IS in theirefusal by the major foundations to fund certain projects that their ^ 
failure to ad(tfess public needs can best be measured. As discussed above, each of 
, the areas wheTe foundations have supported organizations engagecjl in challenging the 
maldistribution of power over the media have involved unique circumstances. But m 
the absence of such circumstances, organizations that were designed to enhance 
directly pubjic participation in the media's setting of the national agenda have not 
been, fund edr * , 

There are many examples of this, but it is possible to cite only a feW of the 
more vivid examples. Two illustrations are used here, one involving a category of 
organizations and the- other an organization that is representative of its genre. 

The "Counter-Ad" Movement and Its Evolution 

This movement takes its origins from a reasonably well-known 1967 FCC 
decision which applied the fairness doctrine to cigarette advertising. The commission 
ruled that cigarette advertisements touted the desirability of smoking, which by 
1967 wa^' a controversial issue because of the alleged public health consequences of 
. cigarette consumption. The result was "anti-smoking" advertisements warning of the 
health hazards of smoking. (Whep Congress prohibited the broadcast of cigarette 
advertising, broadcasters quickly stopped airing the anti-smoking spots.) « 

By 1970 the notion that there might be *'counter-ads" for many other products 
had taken hold. There- could be "counter-ads" to "wlnteners" and "brighteners," to 
high phosphate detergents, to pollution-causing high-test gasolines and the steel 
monsters that guzzle them, to the, "over-the-counter" drug culture, to the nutrition- 
ally "empty calorie" foods, or to the desirability of energy-consuming appliances. In 
addition, new kinds of informational "counter-ads*' might appear: ads that told 
people that Bayer aspirin is really medically the same as the ' 1 0-cent-a-hundred 
variety of aspirin; or that generic drugs are the medical equivalent of brand-name 
drugs; or that certain automobiles tontaining potentially deadly defects had been 
recalled; or that there were remedies for passengers holding reservations who were 
"bumped** from their flight because of the airlines* practice of "overbooking." The 
informational potential and the potential for a- whole new level of debate on the 
virtues of a mass-consumption society were enough to take one's breath away - at 
least as effectively as mouth washes that don't kill germs. 

Most broadcasters already carry a ceftain number of public service announce- 
ments - PSA's - which resemble commercials but which are donated to nonprofit 
service organizations. Most tend to be of a relatively noncontroversial nature dealing^ 

. with issues such as the Boy Scouts, preventing forest fires, anti-litter campaigns^ana' 
the like. Without delving into the deUils of how the decisions are made as to which 
PSA's ultimately reach the public, it was plain that several steps were necessary to 
e;cRloit the "counter-ad" potential for enhancing public debate and information 
through PSA'^. To simplify, it was necessary to produce the counter or informa- 
tional materials, to obtain some access to the decision-making process determining 
what messages reached the public as PSA's, and to persuade the decision makers to 
choose the proferred materials. No one assumed that the latter two steps could be 
taken by other than direct confronUtion with broadcasters and advertisers because 
of the Inherent' threat this new breed bf PSA posed., to the economic base of 
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Nevertheless, several groups did set themselves up to attempt the task. They were 
spurred on by a 1971 xourt decision holding that the FCC could not decline to 
follow its cigarette >u)iiig in the case of products posing similar health hazards in 
their normal usage, anS>sing similar advertising themes and techniques. (The court 
ho\j|ver left it open to the FCC to ^etreat from t\\e cigarette, ruling, a course the 
FCC? ultimately followed and which is now itself the subject of several legal 
proceedings.) The fate and evolution of these groups at the hands of major founda- 
tions dramatizes the unwillingness of the foundations to tackle the fundamental 
premised of povver in society as they are reflected in the media, no matter what the 
public nefed. 

One of the ftrs^ groups to become Wive in this area was the Stern Community 
Law Firm. SCLF began as a community public interes't law firm focusing on matters 
of-particular concern to the District of Columbia. Funding came, from the Philip M. 
Stern Family, Fund, With Phil Stern being the motivating principal behind SCLF. 
^ Sometime in late 197j0 and early 1971, it shifted its focus to communications 
i matters, and by August .1971 h had zeroed in on counter-advertisements as its 
Vj^riniafy -area of conprn, with a related litigational emphasis on broadcaster 
censorship in response to advertiser pressure (or in the interest of good relations 
with advertisers) and individual rights of speech access. It opened a Los Angeles 
office whose prirtiary ' function was the recruitment of the talent and facilities 
ne<:essary to produce effective public interest PSA's for television, radio, and print 
media. To reflect its new foous, it' incorporated as Public Corr^muhications, Inc., 
with a sectiort 501(c)(3) tax-exempt organization and dropped its cumbersome titles 
of .Stern Comnriunity Law Firm/Stern Concern.® The notion was that PCI could 
combine rts pro/duction capability of counter-ad PSA's with a legal approach to have 
them broadcast. It would thus help stimulate a new debate with the corporate and 
advertiser interests that dominated commercial broadcasting. ^ 

By mid-1972, PCI* had a rather impressive track record. Not only did it have a 
rather substantial portfolio of PSA's produced and placed on the air, as well as 
some success in placing print ads discussing topics such as automobile recalls and 
generic drujs, but it had also come up with some innovative mea^ns fdr^spreading 
public interest information. For example, it persuaded "Chicago," one of the 
pation'^ nyost popular rock groups, to insert into a major double-record album 
information on how 18-year-olds could take advantage of the recently passed law 
according them the righl^ to vote. 

^ Nonetheless, PCI was unable, despite an 18-month effort, to obtain any grants at' 
all from any, major. foundations. Consumers IJnion and the Ottinger Foundation did 

^ ma|ce modest grants. But despite going through repeated updates of its proposal 
with an ever-growing pqrtfolio of successfully produced and placed informational 
materials, and approaching virtaally every major foundation, PCI finally folded in 
the fall of W3, ^, ^ 

At no point was PCI tpid its work was not good or that it was not engaging in a 

* worthwhile project. Never was there a substantive criticism of the quality of either 
the legal or |?SA production output. On the contrary, it received repeated praise, 
enthusiastic and encouraging responses, bi/t no money. 

J have personally heard a variety of explanations as to why PCI was not funded. 
3ome of them border on the ad hominem and absurd.^ But most of them relate to 
tte project's being *'too far. out," "too radical," and so forth. No one questioned 
whether the program would or could be successful. All of the discussion I heard 
fpcused on the potentially horrendous consequences for the broaacasting and 
advertising industry if the counter-ad phenomenon were really to catch hold. In 
other words, it was potentially a threat to the existing economic and media 
patterns. (Parenthetically, the disastrous consequences and problems which everyone 
foresaw echoed the fears expressed by broadcasters and advertisers. The counter 
arguments of the proponents of punter advertising were either ignored, never 
^^9^ «^'red [for obvious reasons), ur perhaps were found unpersuasive.) 
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PCI was not alone in its efforts to attempt to get a new breed of PSA's aired and 
into print (although its combination of the media-production/Jegal approach under 
one, roof nr^y have been unique). In late 1972, Public Interest Communications was 
formed in San Francisco. Oper^.ting largely on a grant from the Stern Fund, it also* 
began to produqe'graphic materials andTSA's of the new genre. PIC built largely on 
the model of a 1971-1972 PSA campaign entitled "Unsell the War," The latter had 
been done under the auspices of Clergy and Laymen Concerned About the 
(.Vietnam) War, with Frank Greer, later to become a principal of PICj handling 
production, PIC produced 'both print materials and materials for broadcast, with 
Media Access Project providing legal/counseling advice on obtaining air time. As 
with PCI, the dominant theme was to confront directly highly controversial 
social/political issues, the primary difference being that PCI focused on counter-ads 
dealing with the corporate and advertising base. of commercial' broadcasting (plus 
PCI's much greater attempted use of legal leverage) while PIC focused on what was 
^essentially social/political controversy, another anathema of the commercial-' 
broadcasting nexus. These PSA's were a sort of special breed -of "counter informa- 
tion" counter-ads. ^ ♦ 

'There were several other developments during the latter half of 1972, Among 
them was a meeting held by the Rockefeller Famijy Far)4. The meeting had- 
\^nvolved several persons then active in the field of cpunter-ads and related legal 
problems (including the head of Media Access Project and the head of PCI). It also 
involved Ruder & Finn, a commercial public relations agency (with nortnal 
corporate clients) which began to become interested in the area. But Ruder <& Finn 
were interested more in the public relations aspect of the public interest movement 
tht^n in its "media" needs per se. Apparently, Ruder & Finn came away from the, 
meeting with a sizable grant to. do a*feasibility study and public relations design for 
the "public interest? movement. ^ ' - ^ 

Foundation interest in media counter-^ds, however, continued at a low level. As " 
mentioned, PCI went out of business for all practical purposes in fall 1973, PIC 
managed, to continue, primarily in the form of Public Media Center, an offshoot 
organization specializing in broadcast materials. The latter has continued to survive, 
specializing in media campaigns where there was an imbalance of media resources on 
one side of a highly controversial social/political conflict: nyclear energy develop- 
ment, the farmworkers union disputes, the energy crisis .and ^il companies' profits, 
food day, and a project for the Center for Growth Alternatives emphasizing the 
hazards of a consumption-oriented society dependent on capital intensive technolo- 
gy rather than human values, to cite but some examples. However* PMC did not and 
still has not received any major founoatibn support. It has been kept aliVe ty a 
cadre of private philafithropists, to whom t must constantly return for support, and 
by paying incredibly low salaries (I believe no one earns more than $8,000 
\ annn^f). ' ^ -^^ ■ 

Jbe experience of PCI and PIC-PMC were not +QSt orT other (Jrgarjizations 
i^nsi'd^ring the need, for the new breed of- PSA's. By early 1973 the counter-ad, 
* ^eotrmer-infornr^ion area was itself .beginning to undergo a change. A new group, 
th^^Pciblic Advertising Council, appeared, lat first largely dependent on a grant from 
. a pVivate philanthropist but with some small grants from some small ^foundations. ^ 
PAC began what was. a discernible shift both in the nature of the new PSA's being' 
s,een by foundations as well the strategies being employed to obtain funding. 

Most notably the shift in the Jft^ure of the material presented to foundations can 
be characterized as a divergence^^N^y from ^counter-ads or counter-infoVmational ads 
to what can be characterized as'public intetrest-informatipnal PSA's. The emphasis 
was no longer on the dangers inherent in a- society increasingly dependent oft 6ver- 
the-counter drugs to iselieve its ills, but oh the far more amphorous and abstract 
dangers of "drug abuse," a term conjuring up hallucinogenic^ and needles being 
Dopped into veins, or on the difficulty in believing "that over ten million Americans 
O je in (a closet). Bankers, hard-hats^ librarians, football players^ maybe your father 
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or mother, son or daughter - or perhaps even you. They're in here because of one 
word: homosexual." The ad went on to plug the Whitman-Radclyffe Foundation,. an 
organization devoted to securing equal services and rights for "gay men and 
* women.** The pubjic interest informational ads reminded us that 

Blocks make a neighborhood, and neighborhoods can be shared. If these kids 
[black and whije playing together] understand.it, we all can. Fact is^ today 
^ anyone can live onr anyone's block. So if you're looking for a place to live, 
* *doft*t worry about whose block it is. Fair housing means that any, block is 
your bfock. It*^5 v^'ur move. 

And similarly, *'(a)ll of us want the same things for our families ... a safe, decent 
neighborhood . . .quality schools for our children . . .and the right to liye wherever 
we choose/* While somfe counternnformational ads continued - amnesty and 
clemency, made a legitimate topic of public debate by President FonJ's actions after 
his ascension to the White'House, were also the subject of informaxional ads - the 
dominant theme of ads prfisUnted to the foundations was public interest informa- 
^tional ads. - y . - 

With the change in the nature of the ads came a change in the approach of . 
securing funding to obtain them: work through the client groups rather th?in 
approach the foundations directly. The group desiring the media services would.be ^ 
told to go to its grantors or supporters to obtam additional funding for a media 
campaign. The money would then be used to purchase the services of the media 
organiiHfion. Groups funded, for example, by Ford and Carnegie have used this 
ipl^roach successfully, although neither Ford nor Carnegie has thus far put any 
money directly into public interest information groups, (Carnegie has recently made 
_a grant to Ruder & Finn apparently fpr the purpose of working on the public 
relations aspects of several publicjnterest groups.) / 

There is of course nothing wrong with client control; indeed there is everything 
right about it. But here i| meant that only donees who had already been preselected 
by the foundations as^eeting their philanthropic standards of public need .woujd 
be in control of^he production of ads. In othfer word^^ movements for social refofm 
whose cbnception of public needs did not match that of the foundations h^ 
already been excluded. From the foundations* point of view, this minimizes the 
, danger that the public interest communicators will be reflecting anything other than 
whay the major foundations have already certifred as public needs. 

"^ith the counJfiC::ad nx>vement metamorphisized into public interest communica- 
tions, some npTajor foujid^tion interest has apparently been generated. Several 
foundatibns are now apparently discussing general support grants for organizations 
producing public interest information PSA*s. And at least one "research** proposal 
/ on the Pmpact of public intcjrest information PSA*s versus the impact of regular 
coryimercials has been invited. * • 

slack Efforts for Soul in Television 

i ' ■# 

, One other case history is illustrative of major foundation , failure to .support 
efforts at faceting public needs through highly visible and controversial iocial 
.!advocacy. It involves thetefforts of a group concerned about the media's failure to 
^provide coverage and meet the needs of Blacks. AltHough this anecdote invplves the 
.efforts of Blacks and a Black group^ it is .only limitations of*time and /pace that 
j prevent the relating of similar events regarding the efforts of Latinos or other ethnic 
Igroup^ to build and sustain national media' coalitions.* 

Unity House wX,^ formed shortly after issuance,, of the Kerner Ccwnrtiission 
Report, which itocumented the niedia's failure to /eport on minority conrimanities. 
O "^^8"" 1968' ^'^^^ * $15,000 orie-year grant from the Greater 
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Washington Area Universallst Association, an. arm of the Unitarian Church. Its 
purpose was to match its projects to the need^pf the Black community. It quickly 
fjP^used on fyiedia as its mam project and was instrumental in working with and 
providing technical assistance to the groups that filed the first major license renewal 
challenge (against WMAL-TV in Washington) since the United Church of Christ 
landmark challenge of WLBT in Jackson, Mississippi, in 1964. But in addition, it 
quickly became^a clearinghouse for Black groups interested in becoming involved in 
FCC regulatory processes that coui.d affect TV and radio coverage and treatment of 
issues concerning minorities. It w&s rapidly projected into a position of national 
leadership in a wide range of nutters affecting Blacks and the medja. In addition to 
its continuing role of providing technical and educational assistance to Black groups 
across the country seeking to participate in FCC regulatory processes, it either 
began, played a catalytic role in, or itself carried out projects relating to media 
ownership by minorities, education of Black elected officials regarding cable 
television, entrepreneurial activities and potentialities for Blacks in the emerging 
•CATV industry, increased Black employment in the broadcasting industry, new 
instruments of dialogue between Blacks and broadcasters, developing communica- 
tions schools at Black colleges, and a regular system of monitoring and participating 
in FC^ proceedings potentially affecting the broadcasting industry's relation to 
Blacks. It participated in and organized conferences, seminars, and workshops, and 
itself became a major resource for both the industry and the FCC. - 

As the thrust of Unity House's efforts concentrated on Blacks in the broadcast 
media, it adopted the acronym BEST - Black Efforts for Soul in Television — but 
continued to operate under the auspices of the Greater Washington Area Universalist 
Association. It also began in early 1970 to seek funding to add staff and facilities to 
meet the mounting demands placed upon it. It's funding*efforts never succeeded. 

In three years of effort, BEST approached ^virtually every major foundation. 
Some foundations did not even respond. Others dT(1, but with immediate turndowns. 
Witig others, there were requests for clarifications and additional information. BEST 
went through several revisions of proposals, often in direct response to requests for 
specific amendments, and through painful negotiations. But it was all for naught. 
Apart from smill grants (such as from DJB), it received only one grant of any 
conseiquence: a 1971 grant of $25,000 from the Merril (Safeway) Foundation 
(which was apparently facilitated by other work,pnity House had done in an area 
of black entrepreneurship of interest to Safeway). 

In fairness, it, should be pointed out that some BEST-initiated efforts did receive 
major foundation support. FoV example^ Ford helped to fund (through Howard 
University) the workshop to educate Black elected officials on the potentiajjtie^ and 
regulatory aspects of cable television. And Ford helped to fund a similar workshop 
to acquaint potential Black entrepreneurs with the potentialities and economics of 
obtainiQg and operating broadcast properties. But none of the funds from these 
efforts were used to^ offset BEST'S expenses, overjiead, or generaljuppprt for the 
role It played in bringing about these events. 

After four exhausting years of struggle, BEST, in essence, folded!^ 



An^Advocacy Movement Responsive to Public Needs ^ 

It is a reasonable estimate that before this decade'^Is out, the major private 
foundations will have poured at least a half billion dollars into direct subsi^iy of 
public.^rpadcasting, if one includes direct grants to stations, distribution arms, 
*4|^tudy wrmmissions, and the like. (Ford alone reports expenditures of $25O,000,'000 
as of 1973 with at least $40,000,000 more to be spent by 1977.) - 

For all the money, the effort, energy and tears that have gone into public broad- 
casting, it ha^ not turned out to be what its creators had hoped, as some of them- 
Q "-ave acknowledged.* ° Obviously many problems have , hampered it: political 
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Inlerferertce, internecioe squabbling,, power struggles, and, ^as ihuch a cause of some 
,M'the. other problems, as itself a problem,,tip long.J|rm funjjlpg comroitment from 
ihe Congress. Equally obvious, there are aspects of public broadcasting that are and 
should be a. source of pride io those who have devoted so much time, energy, and 
mon^y to it. 

BAJt even so,*^cept for the generally higher quality of its program fare, public 
broadcastirfg has^ecome too much a mirror infiage of its commercial competitors, 
beset by many^f their institutional infirmities and often being equally divorced 
■from those it is supposed to serve. Typically, stations not licensed by state and local 
gpvernment or government-created agencies (which are controlled by the agency 
involved) have boards of directors that read like a "Who's Who" of the local 
"establishment.'* There have been repeated charges of censorship by prablic broad- 
casters, much of the cutting occurring in order to avoid offending the large corpora- 
tions who provide funding in return for acknowledgements of their ^'institutional! 
support of programs. Yet the public broadcasting system continues to be defended 
(and in large measure supported) by the major foundations as though it were their 
-prodigal child (as indeed it is) designed to respond to a felt "public need." 

But as the Blacks, women. Latinos, Asian-Americans, and consumer groups who 
have been active in the movement to redistribute decisiorynaking power in broad- 
casting will attest, it is not their public needs to which the public broadcasting 
system Is responding. It may very well be possible to dismiss BEST, PMC, PCI, or 
any other examples that could be cited as having J^nvolved the "wrong'* people, 
incompetents, persons of immature judgment, or lacking in substance, or so forth. - 
But no amount of attack bn the personalities involved can change the basic facts. It 
has been only a handful of smaller foundation* - Stern Fund, DJB, and some 
others — and private philanthropists that have been willing to listen to other 
people's conceptions and perceptions of what constitutes a. "public need" in the 
commurtications jrea. The other foundations, with the exception of the two or 
three major foundations mentioned here and under the circumstances mentioned 
here, have simply not been willing to fund projects that did not respond to their 
, own preconceptions of "pjJblic need": the need for educational effort and the need 
for a "quality" or ''cultural" alternative to commercial broadcasting as opposed to 
the need for redistribution, reallocation, and alternation of decision making, control, 
and economic power over broadcasting. If the major foundatiops had had the 
interest,*the people would have been found or incentives to briog^em forth would 
have been devised, as has been true in the arts and in education. 

One can only speculate what would have happened had that a half billion dollars 
been devoted from the beginning to public advocacy to meet the same public needs 
to which the public broadcasting stations and the handful of advocacy groups are 
now attempting to respond. In the entire life of the citizen advocate movement in 
broadcasting, not even 1 percent of that jimount of money has beengspent. (And 
alnrx)st all of that has been spent in the last 5 years - after the . broadcasting 
industry was itself a $4 billion-a-year industry.) Yet it is generally conceded, and all 
rough calculations show, that even though the citizen reform movement in broad- 
casting is a mosquito nipping at an ejephapt, it has stung hard enough to start the 
entire herd moving in desirable directions - or at least stimulated an enormous 
amount of public debate concerning in whjth direction the herd should be driven - 
in tfi^ area of "public need." ' ^ 

Lboking back 25 years to the beginning of major foundation involvement in 
broadcasting, serious questions can'^e raised as to whether the initial thrust of 
major foundation involvement should not have looked toward defining the "public 
need" in terms of continuing incentive to the broadcast media to respond to those 
whose jneeds were going" unmet instead of avoiding confrontation with the 
then-existing media baronies. Imagine the press conference in which it would have 
been announced that in the next 20 years, major foundations would spend a half 
y iollars to assist groups to challenge existi.ng media that were leaving 
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substantial needs unmet, that ^e|e groups would be advocacy groups (such as PCI), 
constituent organizing groups .{such as ACT), nonprofit groups who would be 
(Jrovided .assistance in fillip for^the licenses of stations that were in the bottom 10 ^ 
percent, in terms of some perfo^ance criteria, groups who would monitor the FCC ^ 
and file legal or other appropriate challenges to FCC capitulation to the industry, 
groups that would provide technical assistance to local groups, desiring to wreSt 
irnproved service from local stations," and a "counter-trade association" to the NAB 
to provide support and. informational services to all these groups. Would there have 
ever been a need, for a separate educational-public-noncommercial' broadcasting 
system? > ^ . ^ \ 

This of course indicates another point. Timirie is critical.^ Entering the aTlvocacy^ 
arena 20 years after the broadcasting.industry had become entrenched and television 
the dominant communications medium is much different 'than attempting to ensure 
a more equitable distribution of control from the outset, a point to which we shall j 
return in our discussion)of cable communications. (Similarly, indecisiveness about 
the counter-ad movemem led to a great loss of momentum. By the time the major 
foundations had made up their mind to move into the area, several unfavorable 
regulatory rulings had robbed proponents of the opportunity to accustom broad- . 
casters to thdf notion of. carrying cpunter-ads. as an integral part of their PSA 

system.) • ' « ^ 

J f 

THE CURRENT REACTION TO EFFORTS TO MEET 
PUBLIC NEEDS IN- COMMUNICATIONS . 



Assuming for the moment that there is some validity to the observations thus 
far, it is nonetheless easy to dismiss, them as "perfect hindsight'' or "sour graffes" 
over the failure of favored projects* to obtain funding^^These criticisms might be 
warranted, but for several factors. Ppr reasons of time and space, only two are cited 
here: (1) the same errors are still continuing in the broadcasting arena, and (2) the 
same fundamental approaches that led to the present situation in the broadcasting 
arena are bein§ repeated in the cable area. ^ 

Some **May-Becomes" in the Broadcasting Area ; 

fh spite of- the work of the Office of Communication of the United Cl^urch of 
ChrisK the Crtlzens Con\munications Center, Action for Chi I dr^VsT^le vision, and 
MediaVccess Project, there are many public" needs that remain Ibbe filled in the 
area of broadcast reform. The^jr^many proposals for projects 3rtd a few projects 
actually \progress that are^^temptifig to fill some of these gaps. Again Jimit3tions 
of time an\ space prevem even a lisAng of these projects. But it is useful to focus 
on two as e^mples of the continuing funding difficulties encountered by organi^a- 
tions\ that do\ not fit the traditional mode of responding to what foundations 
percef^e as pubfk needs'. ^ 

The Nadpnal Citizerti Committee for Broadcasting - ^ 

Althoug.h NCCB hasSbeen around for several years, it was more or less in a state 
' of suspended animation \ith little or no-funding frofn 1971 until late 1973. At 
O that time, Nicholas Johnson, fresh from his post as a member of the Federal 
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Communications Commission, became the part-time chairperson of NCCB. Much of 
1974 was spent developing a program forNCCB. Substantial planning grants came 
from the Kaplari Fund, the Stern Fum, the Benton Foundation^; several smaller 
grants were also received, as were some contributions from private philanthropists. 

In early 1975 Johnson began to devote full time to NCCB. The essential plan for 
NCCB, laid out at length in its formal proposal, w^s quite simple. First, it would 
publish a bi-weekly magazine analyzing and covering communications developments 
from a citizens point of view - a sort of citizens trade press. Second, it would serve 
as a "counter" National Association of Broadcasters, speaking out on national issues 
affecting the entire broadcast reform movement and engaging in the research and, 
related project work necessary to support sucii an effort. It would attempt to 
perform at the national level and with the FCC what local groups were attempting 
to do at the local level. In essence, NCCB would serve as a focal point for a very 
h)ose confederation of media reform grpup^ that could' potentially form a 
constituerfcy for reallocating and redistribi^ting control oyer the decision-making 
processes affecting the media. , , 

There are, to be sure, problems with NCCB's program. As has been commonly^ 
observed, there is likely no consensus of what kind of service the media should 
render, even apart from the First Amendment problems inherent in attempting to 
obtain it. On the other hand, it was not and Is not NCCB's goal t6 find that 
consensus. Rather, NCCB is concerned with the processes that affect media content. 
Its objective ia not necessarily to reach consensus on what media should be doing or 
saying so much as to be^n to deal with dispersing the power to resolve the nature 
qf the media services to be rendered, to ensure that the media themselves remain 
open avenues of communication rather than closely controlled thoroughfares. 
- NCCB is experiencing great difficulty in obtaining funding. At the moment, it 
operates from financial crisis to fijiancial crisis despite the expenditure of an' 
extraordinary amount of effort jn fund raising and dealing with foundations. It is 
perpetuaify faced with the chicken-egg problem: 
r 

Why haven't you further developed, refined, and implemented your program? 

Because we have devoted all our energies to trying to stay financially viable 
* vand to getting (7cce55, (the publication) off the ground. 

But you can't exp^t funding until you have a track record. 

But ^esian't develop a track record until we have funding. 

Obviously this is an oversimplification. For one thing, access has been extremely 
well received. But a seriou^s question is rafsed by the whole NCCB experience and 
by Johnson's association with it. ' r ' ' 

Johnspi), of course, had been one of the most controversial, outspoke^ and 
visible members of any regulatory commission. Whether one agrees or disagr^with 
his opinions, his style, his rhetoric or whatever, he had done something virtua^ry 
heard of in government. Instead of merely attempting to have the FCC discharge 
its^gulatory functions, he had actively encouraged the citizenry to became 
involved in the agency's processes and to challenge those industry and agency 
practices that they found objectionable. He is generally acknowledged to be the 
most populist government regulator in history, and seems to evoke overwhelming 
public resp|)nse. Why doesn't an organization with a program that is headed by such 
a person respond to a "public need"? This is not meant to frame the issue in terms 
,.of a referendum for or against Nicholas Johnson. Rather it is an attempt to focus 
!^pn the criteria found^tij^)ns are using when they defme public need. The ability to'' 
evoke a response that potentially will yield a Constituency for social reform that 
r«Jistributes power and control should clearly be a major criterion. ' 

■ . ■ 
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It would be impossible to ,detail here the list of foundations to which NCCB has 
turned. It is well over 50, Urge and small. But no such listing, no matter how 
confiprehensive, could adequately express the amount of energy expended and the 
. * frustration and anxiety level created by watching this process in operation. What the 
exp^ience does reveal is that the major foundations' develop their own notion of 
what is a pubHc need, and it is that star that guides them, often irrespective of 
public response. « " » - 



Tfhe Alabama EdufcaJion^l Television Commission 



The State of^Alabama operates ? statewide network of noncommercial television 
stations, some with overlapping signals, carrying identical programming. In 1969 it 
had begun to exercise its progranriming control to exclude Black -oriented programs, 
for example, "Black )o,orrtSl,"^fq^ the air. The Alabama Educational Television 
Commission^ the state ^gefrcy th^operates the stations, ignored the first informal 
letters of complaints file^t by several citizens. In early 1970 it did respond to an 
^ informal FCC inquiry reg'frding the matter but still did nothing to rectify the 

\ 7 program and o^er practices that had led to the complaints. I n mid-1970 the 
complaining citizens secured legal counsel,^ ^ and by 1971 it was clear that AETC ' 
was in serious trouble. From that point on, AETC not only began to carry national 
programs relevant to its Black audience^ but*irbe^n to develop some programming 
of fts own and to consult with members of the Black community. 

In January 1975, after a five-year legal battle, the FCC refused tofenew AETC's 
licenses. It was the first time in history that it had refused to renew a broadcast 
license because of a licensee's discrimination against and failure to serve Blacks. By 
the time of the FCC's decision finding AETC guilty earlier discrimination, the 
AETC had substantially reformed its practices. A gradual but continual upgrading of 
program service for Blacks, as well as other Alabamians, had ensued while the Jegal 
proceedings dragged on. The FCC therefore s<iid that It would allow AETC to 
reapply for the licenses on an equal basis with any* other applicants. It allowed 
about 70 days for new applications, an unconscionably short period for a newcomer 
to prepare an application but reasonable in view of the fact that nobody expected 
anyone except AETC to apply for any of the nine licenses involved. 

While thfe ruling obviously created a major furor in Alabama, it also attracted 
national attention. If was historically significant jn the regulatory context - the 
* first time the FCC had ever lifted any licenses for disccjmination in service. 
Moreover, it involved an educational-noncorpmercial broadcaster, rather thart" a 
commercial broadcaster, that had no economic reason to discriminate. Finally, the 

^ technical .nature of the ruling created some rather widespread misunderstanding. 

Although the FCC denied the renewal applications of. AEtC, it did not order AETC 
^^ff the air; AETC was allowed to (and is) continuing pperation of the stations until 

""^nal resolution of the proceeding. Of greatest significance, as observed above, the 
FCC explicitly left it open to AETC to reapply, for ttie licenses. Thus, there was no 
danger of termination of public television service in Alabama: if AETC were the 
only applicant for the licenses, they would be reissued to AETCj if there were other 
applicants, the FCC would choosy between the AETC and the other applicant to 
determine which would continue to supply program service to Alabamians. 

Largely as a result of the efforts of one of the original petitioners to deny (a 
.white, native Alabamian), a group of Black and white Alabamians did devqjop an 
interest in applying for one or more of the AEJC licenses. This in itself ^yas avbold 
move in. the hostile, repressive, and retaliatory atmosphere of Alabama potttics. 
Before surfacing publicly, they wanted some assurances that there would be" 
financial support for prompting the application(s) and getting the stations on the 
air. At their request, a large number of preliminary Inquiries were made as to the 
degree of support they might expect. The almost universal responses of foundations 
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^ were negative. Why? Obviously, there tre all th^ usual reasoh^' previous co^mft- 
ments, the recession; priorities, and the* like. But'the reaction, of the foundation 
world to this gfbup tells much about that World's,fuarfamental attitude toward" 
' confronting and upsetting power relations, ' « 

' One central feature of the deliberation about the futxfmg decision, (obviously 
dueled by the misunderstanding regarding the nature of what the F,CC had decided) 
Vas why it was necessary at all for the FCT toT^ule the way U did If in fact AETC 
flad reformed and was now rendering adequate service to the Black community, 
whyfwas it necessary to deny the previous rene^wal applicatidns and fiave AETC 
reapply for its licenses? Why wasn't the petitioning, group^ satisfied to haVe^the 
licenses renewed as long as Blacks were nQw getting adequate service? The answers 
were simple enough. There was no assurance that th\s would continue in the 
absence of another five-year legal batUe. No regulatory scheme would be viable if all 
an offenderihad to do to cure p^st derilections was wait until he or she was caught. 
But more ikjgortantly, here was a unique opportunity for Blacks to acquire their 
first control ovfcKa major educational TV broadcast outlet in a major city, and in 
' the Heart jof Dixie thdf. 

But, answered the rajhdations, those stations now receive state support Turning , 
them over to a new Black group which couldn't fely on state legislative appropria- 
tions would ni^an a need for corrsl^t support Even assuming the validity of the 
f* premises it is not clear the state would be in aposition to cut off all support - 
so^what if continuous outside support were* necessary? W[iat happened to the* 
pRianthropic commitment to education? And what about the potential of Black- 
controlled production and broadcast facilities as vehicles for developing the Bfack 
performing arts and culture? Weren't education and cultural advancement two of 
the major commitments of private philanthropy? Why fsn't this BlaCk-cqntrolled 
educational broadcast outlet in th6 Deep South a< major .public need even in terms 
the foundatiorfs' own criteria and reasons for entering public broadcasting in the 
flrst place? ' ' - 

Eyentualjj^lJfoup did form and apply for and pbtain an extension of time until 
August 1» WS, within which^ file an application for some of the Alabama public 
televisron faciti ties.. (Needles^ Jo say,"some members of the group have already begun 
to f^l eriqjfDous pressure. The group itself hds already become the target of several 
.actfons byj^the Alabama Attorney General.) ^t the group has no assurances of the 
foundatU),^^ support necessary to meet the FCC's showing of financial ability to 
operate 7the stations. Whether obtains those commitments will be a small but 
. , serioiis ,tc5t of philanthropic commitment to pven its own goals where maintaining 
that commitment involves it in a high visibility action-advocacy program that does 
somethjjj^ abbut addressing directly the present distribution of power over the 



Cutting the Cable 



.As Is fairly common knowledge these daygi many of thecommunications problems, 
of the past will be but distant memories ifcable communications (or an equivalent 
,.,^echnology) begins % realize its potentia (although, needless to say, cable 
communications will bri^ problems and threats of its own). The major foundations 
foresaw cfable's potenti#tjjes\ fairly early ori and^began to participate 'in overall 
poKcy fornxilation with regard to the new nedium. But the pattern that emerged 
/ for* participation in * policy Tor?nulation to ensure that "public needs" were met 
ih(;orporated many of ^the same mistakes that had been made jn formulating public 
• . ^television' policy. *, ' . 

The foremost errop was to make the sanhe assumptions that had been made in 
* Q '\g broadcasting policy: Jt would nof be necessary to confront the existing 
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media control patterns smce cable would expand (rnfinitelyT the number'of outlets. 
What was necessary wa? to unleash cable. To be sure, the analogy to public broad- 
casting JS inexact. since cable did represent a threat to over the-air broadcasters. But 
.the foundations* perspectives and patterns of action that-resulted do fit a similar 
mold. 

To unleash cable, the foundations did the necessary reams and reams of studies 
and. research papers. They demonstrated everything from cable's superior tech- 
nological capacity to how it would, by its limitless channels, completely resolve the 
access and control patterns that existed in the current over-the-air media. Cable not 
only could convert channel scarcity jnto channel abundance and supplant over-the- 
air broadcasting. Cable^ had the potential for .delivery of an incredible array of 
services. It offered the portent of two-way capacity that could render obsolete 
many existing institutions and practices. By 1970, there was talk of wired cities and 
evQn a wired natior^ and even of cablie systems that supplanted telephone service as 
well. In this part of policy formulation, the foundations did a superb job. 

In addition to fulfilling its traditional role in the research frea, much of founda- 
tion involvement has followed another traditional philanthropic route (which also 
parallels developments in the television area): to emphasize cable's potential as a 
cultural and^istic medium. Some foundations have been willing to fund-albeit at 
ipadequate levels and without adequate commitment in some cases- prpjects to help 
develop experience in using cable and its accompanying technological innovation in 
porta-pak and video sgqurpment. These, of course, are important projects. Organiza- 
tions like Open C hannel , the* Alternate Media Center,, and the Center for Under- 
standing Media are'proVTding vital experience and knowledge for that hoped for day 
of boundless channels, videocassettes, and the like. The channels will be useless to 
us if we have not developed the capacity to use them, and understand their 
processes and how they impact on our lives. 

It is not thaj foundations should stop"^ supporting these institutions. Indee**the 
opposite is the case: They deserve greater support. 

But alone, they will not resolve the problem of how njedia can be, turned into an 
rnsuument that large numbers of people can control and use. This lattel- objective 
requires advocacy efforts. (And one significant aspect of those advocacy efforts 
should be dir^ted toward developing v/ays to ensure that meciia centers are put on 
a long-range permanent funding basis.) 

In fairness, ft should be pointed out that foundations have not totally ignored 
advocafy in cable policy. They have entered the world where policy .formulation 
occurs, as they had with public broadcasting. Sevei;al foundations submitted 
comments and testified in FCC proceedings that would determine the rules under* 
' Nvhich-xa^le would operate. 
Lrhe foundations even exhibited a willingness to tell people and groups how to 
advocate for improved cable service, what kinds of services to demand, what rights 
they had A spate of handbooks dealt with citizen rights in the franchising process, 
in the post-franchising process, and so forth. , J 

Indeed, the foundations came right to the edge of the water in terms of 
attefripting to assure that power over the new medium would be equitably allocatedi 
Ford and Markle jointly established the Cable Television Information. Center to 
disseminate information about cable. But unhappily CTIC had a very limited 
mandate. Its purpose was to assist and provide information to elected or franchising 
»fficia»s and authorities in their dealing with cable companies^ CTIC ^was not an 
..^^advocacy" organization, designed to aid in pursuing .specific objectives by and for 
certain groups or members of the public. 

The missing ingredient in^ the recipe for cable is advocacy organizations whose 
mission is to ensure that cabt« does realize its potential for meeting the public n^ed 
for dispersing control over the media. The absence of these organizations has been 
sorely felt at both the local and national- levels. Episodes from both levels 'are 
"llustrative. ' . ' . 
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The Federal Level ^ - 

^ The' FCC first aberted juris(liction over cable companies in the mid-19e^ as-a 
means of protecting broadcasters from competition. In essence, the commission 
wanted to ensure that cabte companies did not offer subscribers out-of-town 
channels which* would '*fractionalize" the audiences of local stations. What began as 
a. very limited form of regulation developed quite rapidly into an intricate set of 
ruleb. Thfs was particularly so, as the very work being* done by foundations and 
academicians ntade it clear that the technology of cable could radically alter the 
whole nature of our communications system. 

Ip the meantime, the FCC, refltcting the broadcasting industry's views, continued 
to regulate cable as a. supplemerft or auxiliary service to over-the-air broadcasting. 
Biit because of the cable industry's increasing penetration into American homes and 
growing political strength, the commission was under some pressure to do something 
to liberalize the rules under WWch cable systems operated. To this end, it had 
initiated a wljde-ranglng series of proceedings designed to set cable policy and^rtiles 
'iind to establish cable's relation to the broadcasting industry. 

In a rather unusual move, the FCC in summer 1971 delivered to the ,.5fio*te 
Qommunicatlons Subcommittee ^a statement setting forth thej)olicies it proposed to 
adopt. Without going intcf partici{|ars,. it is, sufficient to say that nobody was 
^tisfied.- The broadcasting industry, particularly the powerful big city network 
affiliates, saw the proposal as giving too much to the cable industry and possibly 
strengthening the pQsition of the handful of non-network affiliated stations. The 
cable industry not only objected to the public service responsibilities that were to 
be irnposed upon it; it also thought the proposal didn't- go far enough in terms of 
allowing cable new growth alternatives. Moreover, the copyright lobby-primarily 
the nwyie studios-agreed with the cable interests in so far as the proposed rules 
.had left the issue of pay cable unresolved. However, it felt notHing should be done 
until there was some clarification of the cable industry's copyright .liability for 
retransmission of over-the-air broadcasts, a position echoed by the broadcasting 
industry. For reasons of its own, some political and some relating to long-range 
communications policy, the White House Office of Telecommunications Policy 
(OTP) was dissatisfied with both the plan and role the FCC had carved but foC itself r 
in it. , ' ' 

The result was a series of closed-door meetings, fl^gely orchestrated by OTP's 
director Clay Whitehead „with the acquiescence (if ndt^ concurrence) of Chairman 
Burch of the FCC. A "new "compromise" was reached. * ' ^ 

All of this history of regulation at the federal level has significance for meeting 
public needs for two reasons. First, in \he meetings engineered by OTP there was no 
advocate at ail for the general public. All of the* financially "interested" parties 
participated in some manner or another in what was to be the major carving up of 
the cable pie for the next decade 6k so. Yet for all the work foundations had done 
on j'cable, for all their research, iheir participation in rule maWings and oral 
argi^ments, they had rx>t funded any advocacy arms to pursue "public needs" in tjie, 
cable irea when the political crunch that determines policy finally cameralongJ 
Tliere was no "public interest" advocacy organization for OTP to turn to for input 
evliiy'had it beeh inclined to 'do so. '(Indeed the finalNa)mprofm4e>vas the subject of 
a bitter exchange of dissenting and concurring opiXions between] Commissioner 
Johnsoh and Chairman BurcH in which they disputW//7o£^whether t^e final cable 
com|:|romise represented a capitulation to private interests [as opposed* to the 
statutory "public interest" or the philanthropic "public need"] but which private 
int^rists benefited the most.) 

Tne second i|ason why the federal reg^tory history is significant for meeting 
poblic ne.eds isfwhat has happened since the 1972 "compromise" , was adopted.- 
Not^th'standing the tack of any organized public constituency, the FCC did impose . 
' Qi piibjic service obligations on cable operators. The noost prominent of 'these 
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are the "access" channel requirements, "two-way" capability, and minimum channel 
capacity (In part, these were a response to broadcaster pressure^. Broadcasters felt 
the access chann^s-one devoted to local government use, one devoted to- 
educational use, and one devoted to access for members of the pubiic-Could help 
relieve some of the burden*on them. The public service potentialities were als# in 
part an enticement held out by the cable industry to induce public support and 
reduce broadcaster op^position.) 

But there was a problem. Existing cable systems, built ynder a first, generation 
cable technology, would not meet these specificatioi^s. Many systems already under 
construction or whose construction ar\d financiftg plans were already finalized were 
in th^ame position. 

The FCC adopted a very 'practical approach to resolving the issue. All existing 
systems would be "grandfathered" for five years (until 1977) to "rebuild their 
systems to comply with the new requirements. Systems, not yet in operation would^ 
be allowed to begin operations' if they were in "substantial compliance" with the 
new requirements but, like the older systems, would be expected to comply fully 
with the new requirements by the 1977 "rebui1d"ode&dline. 

•N^tfdless to- say, the FCC immediately began waffling on the public service 
requirements designed to ensure that the public needs for connmunications outlets 
would be met. Soon it was not necessary to "comply substantially with the 
requirements; it was adequate if a cable pperator's operations were "not flagrantly 
violative" of ihe standards*. As if it were not enough to provide relief Jor individual 
cable operators under the "flagAntly violative standard," the commission has now 
decided to "roll back" the public service requirements fousystems that will be ^ 
required to "rebuild" to bring themselves intb compliancei^th.the public service 
requirements. And, in general terms, the FCC is presently considering whether some 
of the public service requirements other than access channels and in some instances 
minimum channel capacity should not be^ modified or eliminated for all systems, 
including new systems. ^ 

• 

The Local Level 

As mentioned above. Ford and Markrie have funded the Cable Television Informa- 
tion Center to provide information to local officials engaged m franchising. But that 
amounts to funding part of the 'problem as well as part of the solution. Local 
officials are especially susceptible no the inducements and enticements ot anxious 
executives of cable franchise seekers. And the awarding of contracts at the local 
level has nQver been a process noted for its openness or its freedom from corruption 
and political maneuverings. ' \ ' * . 

Public need at the local level requires support for groups wocking. to ensure that 
franchises for cable systems ard riot acquired solely to b^ sold •at a p|-ofit with- no 
enforcement of the requirement that the system be buiWby a certain! time (iT such 
a requirement is even included in the franchise), that franfchises are not traded avyay 
for political favors, that projects^ such as Open Channel,( Alternative Media Cente^ 
or the Center for Understanding Media receive adequate support from franchise 
revenue (a matter which requires coordination at the federal regulatory level), that 
acpess to the access channels is available to alL that there are sufficient funds frorn 
franchise fees for effective access programrning to offset the loc^ governpient s 
monopoly (an FCC requirement) over one of the access, channels,! that for fran- 
chising purposes the area be divided up in a rational way rather than t6 achieve 
Dolitical purposes. These objectives, particularly the latter tW-ee are often 
inimical lo interests of the local officials responsible for franchisirig decisions, no 
matter how much information they have about what should be in a good 
franchise and cable's potentialities. (Indeed the more information they have about 
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cable's potentialities, the more difficult it may be for them to consider the franchise 
question dispassionately.) * 

Philadelphia is illustrative of the kinds of abuse that can occur and how advocacy 
from the outside can make an enormous difference in whether public needs are met 

,,The situation there has become confused, and what follows is an attempt to 

- (iescfibe it simply. ^ 

The city government .first decided to issue franchises in 1964. There were 

^apparently a large number of applicants.* According to one version, the applicants 
got together ^and decided to carve up the city into six sections and= picked the 
firanchisee for each section, U^^ther applicants being*bought off. In any event, the 
city was divided into six franchise areas, and no one seems to be able to explain 
how the boundaries were arrived at. The franchise for each area was awarded to a 
different ap'plicant.' 

During the 1960s all of the franchises lay dormant, apparently awaiting the 
FCCs rules. In the early 1970s Company A (Telesystems) 'built enough of its 
system to begin operations and therefore be "grandfathered" under the FCCs rules. 
It -would not be required to "rebuild" to comply with the' public service require- 
menls adopted by the FCC in 1972 (some of which the commission is now 
consider^ repealing). Company A then sold a controlling interest in the company 
to Communications Properties, Inc. This was in direct violation of the franchise. 
The terms of the franchise provide thar it cannot be transferred. But the city 
government did nothing to enforce the provision. 

Thus encouraged. Company A (which continues' to do business under its own 
name even though it is a wholly owned subsidiary of CPI) entered into contracts 
with Company B (Philadelphia Cable Television Company) and Company^C (North 
Philadelphia Cable), the>ifranchisees^of two other sections of the ci^,^ which in 
essence give it effective control of Company B and C even if it falls *ort of legal 
titte. This, too, is in seeming violation of th? franchise provisions. 

Company B and^ComJJany G then sought a ruling from the FCC that their 
^posed systems >frould be in "substantial compliance" with. the 1972 rules. But a 
citizens ^oup intervened, arguing that the illegal transfer voided the original fran- 
chises of CoAipany B and Company C. Under the 1972 FCC rules, brings are 
required to award new franchises. The citizens group wartts new hearings at the 
local level so it can argue for a /rahchise agreement requiring better and .more 
services from the cable companie;s: The FCC ignored the citizens group and ruled 
there was substantial compliance. It said it would not become involved in deciding 
the validity of the franchise under- local Penhsylvanla law. Both the ''substantial 
compliance" ruling and the ruling that the FCC would not examine a franchise 
whose legality was questionable Cinder ite rules because of the local la\A/fc|uestion ar^ 
being appealed to the United States Court of Appeals. , V , 

But in the meantime, the citizens* group, for reasons whjch will become pbvious 
below^, had anticipated this ruling and filedl an action irK^totecourt. T|ey aj-e 
seeking an order de:laring the franc hises void, that legal actibrnTSko pending. I • 

The fourth frarjchise had been Warded to len-old Corporation. Sometimef before* 
Company B and Company C transferred Control of th;ir franchises to Comjiany A, 
Jerrold sold its franchise to^ Company p (Sammons Communications). The city 
government* had dbnf nothing about th& illegal transfer. When Cpmpany D h^l 
sought an FCC onder declaring its proposed cable system would be in jubstantill 
compliance, the same citizens group haa challenged :he validity of th^: franchise. 
*Thc FCC had brushed it aside because of the local law question. But'vfrhen the 
citizens group appealed to the United States Court of Appeals, Company D Md 
lujned the franchise back in. Thus there will presurrtably be a new hearing on the 
fijnchise for at least one section of the city, with. an opportunity for citizen flroui)s 
to^ participate in the franchising process and bargain for decent cable service' (Thd'e 
IS* however^ a hitch. A dispute has arisen as to whether the franchise was, actual y 

:er!c- ; 3-72^ ,. , ^ |, 
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turned back in. Apparently, Company A is trying to acquire the franchise 'from 
Company D.) 

The fifth francbi^ has done nothing with its franchise, except make an effort 
to sell it. There is no provision requiring any construction of the system, so little 
can be done about ail of this. Only one company is actually pursuing construction of 
the system in the manner contemplated by the FCC rules and by the franchise. 

The above is a highly simplified version of what has^gohe on, some of the major 
issues have been left out. j 

The moral is that the people of Philadelphia are, believe it or not, lucky. They 
have the good fortune to have had a community group .which took an interest in 
the matter and was lucky enough to wander into CITtZENS at a time when it was 
starting up a cable project. (See discussion below.) As a result, they ma^eafize 
some of. the benefits cable has to offer. But it required a civic organization, engaged 
in constituency building, constantly probing at the local government, applying 
community pressure, and pursuing legal remedies to accomplish anything. And the 
e is barely begun. 




Meeting Public Needs in Cable Policy 



Some of the existing foundation-funded media groups have attempted to assist in 
the-cable area as well. The. Office of Communication of the United Church of Christ 
has helped some local groJps and published some handbooks. The Citizens 
Communicat4ons Center presently has no funds budgeted for cable,^yet it has 
established a cable .project which has at least one lawyer working fulltime (with 
others helping out) to assist groups at the federal, state, and local level. Thus far, no 
major foundation has provided funding for this project, and its future may be in 
dangler." \ ' „ 

Many of the other groups active, in broadcast reform who have previously worked 
with the Office of Communication or CITIZENS have extended their interest to 
cable. Black, Latino, feminist, consumer, and other groups have a lively interest m 
cable and its possibilities. NCCB has become active in the cable area, particularly at 
the federal level. Some local groUps and individuals have made heroic efforts to 
invblve themselves in cable matfers at all levels. . ^ ' . 

Together this rag-tag *group has accomplished some things. But they have been 
largely overwhelnried: 

What is needed is plain enough. The major foundations cannot sit back and wait * 
for the blessing of cable to fall like manoa.^ There must be a strong sustained 
commitment to challenge existing power structures to ensure that cabfe's benefits 
will be distributed to meet public needs in the communications field. 

It.is wishful thinking and blinks at reality to suppose that the cable industry is 
going to provide ihese benefits unle.ss thfere is incentive to dp so. The incentives can ' 
be t^oyidej by direct regulatio'n of behavior. Theyjcan be supplied by establishing i 
regulatory framework that provides economic, regiilatory, or even political incentive 
to provid J the services necessary to disper^ midia power. But ^tablishing anp 
enforcing that regulatory scheme require^ a corhmitment to advocacy, to taking 
sides, to. Confrontation, to redistributing Control. It is not enough to recommend 
policy. Action is requijed. ' \ f ' 

And the action must'coriSe now. if t\e 'Philadelphia Story" recited above sbqws 
anytlNing»Jt shpws that it isjncredibly difficult to undo a fait accompli The cable 
industry is already Worhing highly concentrated in its ownership structure. It 
includes many 'of the\ame companies with established positions in media: broad- 
casters active at both mlsjo^l and national level, publishers active at both the 
' national. and local level in bo&rfte^paper and magazine and book pub[[shing. As 
discussed above, one can only speculate what th^ broadcasting industry would look 
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like if we could start over with effective action to spread control over the media into 
nrore hands. Let us not mai<e the same 'mistake with cable and other emerging 
technologies. 



IV 

CONCLUSION 



This paper has not said nearly enough. It has been impossible to describe the 
specific activities of even the national groups discussed in this paper. And there 
remain the hundreds of groups at the local level whose activities we have not even 
discussed: the Community Coalition for Media Change (Berkley) which' conducts 
intensive and what some describe as coercive consciousness-raising sessions on racism 
in broadcasting and engages in a wide variety of activities on virtually no budget; 
the Committee for Children's Television (of San Francisco) which raised the money 
to stage a children's television/air attended by about 20,000 peoplq and covers a 
broad range of areas related to children's programining; the community access radio 
station in Portland, Oregon, whose manager is quitting because he's tired of 
meetings to raise Tioney and of operating at half budget; the Colorado'Committee 
on the Mass Media and the Spanish Surnamed, which without receiving any money 
has for over four years conducted a statewide program for improved media services 
for Latinos; the Seattle^pommunity access station that has giv^n'^up on foundations; 
the Black Citizens for Rir M6dia of New York which has been involved with every 
television station in the city for five years and never received any foundation 
nvoney; and on and on and on. . . . 

Nor has it been possible to examine the nature' of the research supported by the 
foundations. But why Kas there been no foundationVupport of radical social 
research oo the media, such as the Network Project (a CTOup'of New York-based 
researchers)? At a more conventional level, where are the mme and decision mgdels 
for citizen group-broadcaster bargaining situations that ^u\d help citizen groups 
.understand the dynamics and outcomes of the situations they confront; where is the 
study of the relative effects and impact of Free. Speech Messages (short direct access 
editorial expr^sions by community groups) versus public affairs id assist media 
activists in knowing what to bargain for; where^ij>i^ftje study trying to isolate the 
impact of license challenges on employment, or news programs? 

The central point remains. If foundations are tojespond to^the myriad public 
needs in the communications policy area, they must commit frrlmselves to actipn 
and advocacy that involves consciousness-raising aboul the media, organizing efforts, 
tpnstituency buiJding, legal action, and" a multitude of other a^tivities^ Perhaps the 
particular projects discussed here are. indeed the"wrong" ones and involve the wrong 
people, the wron*g leaders. But to reiterate,, if the foundation ^commitmerTt is there, 
the r\mt people can and will be motivated to cofne forward df can^ be found. 

AlUiough not strictly within the b6unds of this papJr, Jie, most effective 
advoccy of alt must be- addressed It would -be unconscionable for the Fifef 
iComnrissibn to fail to address the issue of lobbying. Effective advocacy requires the 
abiiity to prevent hard-fought victories frotn being le^slated away. At ^^rninimum, 
the Commission miJst recommend that charitable organizations be alio wiid toS lobby 
in "their ar.ea(s) of expertise or>with regard to any matter where tiie^organlzation is 
providing services to a client^ ' i ^ 

One additional factor; also not sfrictly^^ within the sc6pe of\his pap^, bears 
mentioning., This paper has focused on cable and broadcast policies. But to. a large * 
extent the same interests that exercise control over broadcast and/or pible vyithin'' 
particular communities also control (by common ownership or^ otherwise) the 
rtt f^wspapers in these communities. While the different regulatory stf.uctures 
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of newspapers and broadcast media require different approacl)es to resolving the ^ 
problem of control over media content, it would not be surprising if \he same 
timidity, elitism, and disinclination to tackle powerful interests accountXfor.tJje 
similarity of outcome: an unwijiingness by major foundations to tackle the 
underlying maldistribution of power over media and^e corporate and advertising 
bases which support it. While much attention has omi focused on the demise of 
and problems that have beset the major metropolitan dailies, there has apparently 
been virtually no foundafion interest in counter or public interest alternate media. 
Where there should be a foundation interest in alternate forums, foundation support 
has-been lacking. As Frank Pollock, editor of Media d Consume^, puts it: 'Th^ 
(charitable foundations] say the circulation potential (of Media <S Consumer] re 
very positive but they would rather fund a study on why news magazines die."i 3 \ 
The closing note must be that foundations have a particular responsibility with\ 
regard to meeting publfc needs and insuring public participation in policy making in \ 
the media area. In more than any other area^of philanthropic activity, this is an area \ 
wheri5 government efforts to promote advocacy are, perhaps rightfully, suspect.'>A 
critical variable in determining ttTe agenda for private philanthropy in meeting public 
needs should be the likelihood and appropriateness of governmental involvement 
and support for the activity in question. When this latter factbr is weighted in, there 
is no alternative but for foundations to assume their obligation to resp&nd to^e 
public need for greater involvement in and dispersion of control over the processes 
affecting the availability and content of media. 

'Appendix 

Statement of Lorenzo W. Milam 
(June 13, 1975) 

I was station manager of radio station KRAB, Seattle from its founding in 1962 until April, 
1968« ^ 

KRAB was the first non-commercial, listener-supported open-acdess radio station outside of 
the Pacifica Foundation - and during that perio'd (as now) prided itself on its free-foruQ^^ 
programming, with staff and board which was socially, sexually, and racially Integrated to thcV^ 
fullest * * 

Durifig that^period we also ~ under the aegis of the parent corporation ~ sought to 
start a similar radio station in Portland, Oregon. That station, KBOO, went on the air In 1968 
under the aegis of The lack Straw Memorial Fouhdation. ' 

At the^ame time, Jeremy Lansman and 1 established yet another free-form open access FM 
'station, in St. Louis, Missouri. That station, KDNA, went on the air in early 1969. A fourth 
sUtlon,^ KTAO (Los Gatos, California) was purchased in 1969 - with fargely non-commerclal, 
-open-access programming which dontinued until 1974. & 
M In the twelve or so years ttrat 1 was asspciaied with these stations, I woOld guess thatpfe 
made contact with over 200 foundations seeding support for our unusual Idealistic pro-am- 
ming. Approaches were made in a formal fashi<^ with 50 page brochures and specific gram 
requests and, as welll, in Informal contacjt with telephone calls and letters. ' 

Specifically in 1965, I travelled to New York City with 25 carefully worked application; 
which I presented to a variety of foundations, including the Ford Foundation, The Rotkefeller 
Brothers Fund, The Carnegie Foundation, and a host of smaller organizations. The request was 
'^for capif^ funds to increase |he power and height^bf KR'AB, and to help start the station iji 
PortlaW " ' ^ 

Again, in 1972 — we sought out many foundations for help with the funding of KDNA In 
St. Louis. The station was losing so much money that" we* decided either to (a) turn it over to 
Ihe board of (istcncrs for our costs in establishing it, or, failing that, (b) to sell it so that we 
could try to set up a group of similar stations. ^ ^ ^ * 

In our attempt to fund the station throligh foundations, we made contact with at least fifty 
k>cal and national fou ndations. 

ft. 
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/ Again, during several flnaqclal crises situations, we sought foundation help for KRAB and 
/ICBOO from northwest bascfJ* organizations. And, during the period from 1971 • 1974 - we 
sought foundation help for KTAO to continue its programming, and foSfunds to construct and 
operate KPOO In San Francisco (which sution waf eventually set up on a minimal budget'and 
turned over to the minority community of that city.) , ^ 

In alt these contacts we made over the years - we received help from two organizations, for 
toUl of $20,000. Lack of funds forced sale of KDNA and KTAO. The other sutlons continue 
• limp along on wretched budgets \^1 5,000 • $20,000 a year.^- 

^Of course, we tftnd to see our worfesas being sublimely imporunt we think that the essence 
Kmtfrican democracy is free 'speech^n(feradlo stit|ons which will seek the vox popuU, Our 
pre«nu^tlon to the foundations may l^ve been lacking in form If not m enthusiasm. There may 
be of^er projects In American life which are more needy. 

It may be that the controxersial nature of the stations involved scared away appropri* 
ate furi\dlng. It may be the same factors that caused the FCC to investigate' the programming of 
KRAB, W got the local police involved in putting KDNA under surveillance, or made the city 
, govcmmeiit of Los Gatos shun KTAO - May have scared away all possible Institutional 
contributors to the various sutlons. Listeners - individually^ have been vociferous In their 
support of W)ese Independent often antagonistic voices in their communities.. But national and 
''local well-fil^nced organizations have suted (by their lack of support) their distrust of the 
robust, wide-<^n radio that these stations have come to represent. 



Footnotes 



1. The subsUntive discussion must be qualified by a few caveats and background statements. 
This paper has bccn^repared under severe lime limiutions: only a few consulunt days were 
allocated to this proj&t. It has obviously been impossible to make other than even the most 
surface exploration of^^ndivldual experiences. Much of the discussion is therefore general in 
nature; altough specific Nex amp les are provided. Almost all conucts were by telephone. More- 
over, a not insubsiantiaP.amount of hostility and unwillingness to^ cooperate was' encountered 
from some of the people interviewed. They sipply were fed up with the **foundation^ame" - 
and wcre^ unwilling to go Wk and search their files. Even some people who were willing to 
cooperate didn't have the time to do a thoroughTjob of reviewing files to obtain a complete list ' 
of the foundations they had <iontacted. Most people were willtng to talk from memory, but a 
few wouldn't even be bothered to do that. Some regarded their funding information as 
"proprieUry," and wouldn't diVulge it. Finally, this paper does not coVer church funds or 
individual philanthropists. 

2. As used here, "communications" means public communications through the telecommunica- 
tions media rather than private or individual message delivery (such as is provided by teleptjone 
service) of any fojrm of esoteric discipline such as linguistics, psychology, extra-sensory percep- 
tion, and the.like,' or any form of Inter- or intra-personal direct or indirect communication. 

3. Sec Peter Schrag, ''The Boondoggle Boys: Douglass Cater's Secret Mission," MORE (June 
1975)^Vol. 5, No$/6, 10, 14. . . ' 

4. Radio" simply does no,t seem to be recognized as a ma or art fonn. The Amferican Film 
Institute Has recently announced a program to encourage and facilitate location, /reservation, 
arid^ archiving of all major national television series and mws broadcasts ever pmduced. No 
comparable programi^xists for radio, although a broadcasting foundation has been | deliberating 
starting such a program for five years, and a recently started program to preserve artifacts of 
popular culture will attempt to archive selected current radio programming. Major foundation 
funding for local cdfrfmunity radio stations has been virtually nonexistent according to Lorenzo 
Milam. Milam has helped found many such stations across the country. Local fbun/iations have i 
been somewhat more responsive to local sutlons. See Appeffdix.^ 

5; Office of Communication oT United Church of Cljrist, In Defense of Fairness (197.0). 

6. ^RqM Justice In broadcasting (1970). 
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7. The author of this paper founded CITIZENS but is no longer associated with it (except as an 
unpaid member of the board of directors). Obviously, this is a pertinent factor in evaluating this 
discussion. 

8. The latter had been added to reflect the broadened "concern" of SCLF into the area of 
publicMnterest information dissemination. 

4 

9. ''The Executive Director (Tracy Westen) loolcs silly with a conservative suit, but a\ wild tie and 
a wild curly head of hair/' or "the project is an ego trip for Tracy Westen and Phil ipNS tern." 

Ironically, several foundations had objected to the name "Stern" appearing in the\ame of 
the organization. As someone not associated with. PCI later quipped, it was indeed rather 
ostentatious for Stern to have his name appear in the organization's name. "It's as though an 
automobile magnate, or an oil magifate, or a railroad magnate endowed a foundation and 
insisted on the foundation beiog named after him." In any event. Stern's name was subse- 
quently dropped from the title jof the organization when it became PCI, and it still received no 
funding. 

10. Address oj^rthur L. Singer, Jr., to Public Broadcasting Conference, Boyne Highlands, 
Mich., (In collaboration with Stephen White) reported In Broadcasting, "Is an Elite Taking Over 
ETV" (July 12, 1971), p. 40. See also "Public Broadcasting: The Choice Becomes an Echo" in 
Kramer and Oppenheim, "Policy Without Principle: A Study of the FCC" (1973); Steve Millard, 
"Special l^eport: The Story of PuWic Broadcasting," Broadcastiag (November 8, 1971 ), p, 30. 

^ U. The author has been an officer and director of NCCB since January 1974, but receives only 
a nominal fee Uo&\ NCCB and is not in any way dependent on NCCB for his livelihood. 

7 

12. The author was counsel for the groups challenging the stations license renewals. 

13. Quoted, in WilliaiT\ Rice, "The Price of 'Media and Consumer'," The Washington Post (May 
25, 1975). 
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FOUNDATION GRANTS TO CORPORATE ACTIVIST GROUPS: w 
THE DONEE PERSPECTIVE . ^ 

Philip W. Moore t ^ 



Introduction 



This paper concerns the fund-raising experiences of various "corporate activist 
groups." Our study inclu'des those public^ interest groups that have as part of their 
function some form of educational activity concerning the role corporations in 
society. It should be pointed out, however, that there are two mnds of corporate 
. activist groups: One is primarily concerned with conducting studies, doing research, 
and preparing reports on corporate activities and the influence of these activities on 
society; the other focuses on action vis-a-vis the corporation. 

The distinction between these two types of groups, particularly in terms of 
fiind-raising experiences, is extremely important. Most of the research organizations 
have survived, and indeed, many have thrived. While it would not^be fair to 
conclude that the research organizations have been "co-opted" by the subjects of 
their research,, there appears to be less of a bite to the haYid that feeds them if a 
report, rather than a specific activist project, is the objective. The activist groups 
have for the nxjst part passed ^n into obscurity. There are no groups surviving 
today that have as their primary function corporate action. Since 1970, when 
corporate groups beg^n to grow in number, there have probably been no more than 
20 such groups in the country. 

For our purposes, corporate activist groups include only those set up to deal, 
with the corporation as anHssue, rather than with some other substantive social 
issue. 



Scope of the Study ^ 

« 

In preparing this report I have drawn on my own experiences with the Project on 
^ . Corporate Responsibility and have interviewed a numtfer of people who are 
iknowledgeable about the subject of this study,' including Frank White, directo^ofll 

the Interfaith Committee on Corporate Responsibility (a division of the National 

Council of Churches),, and Alice Tepper-Marlin, director of the Council on- 
Economic Priprities. I have discussed the financial history of the Project on 
. Corporate Responsibility and its sister organization, the Center on Corporate 
Responsibility, with Philip Sorensen and Susan Gross and have reviewed* a funding 
file of the project and center: I have also reviewed the funding histories of the 
Council for Corporate Review, a Minneapolis-based corporate action group, now 
defunct; the Council for New Corporate Priorfties, a California-based corporate 
activist group; and Project Standard Oil, an organization built exclusively around the 
Staindafd Oil Companvj of California. / ' 

* One of the djfflcul|ies "encountered in preparing this report was the small number 
of corporate aotivist groups still in operation. Time constraints made it impossible 
to track down many of the former personnel of now-defunct groups. Thus most of 
' the report^^xcept those parts concerning the Project on Corporate Responsibility, 
, Council on Eco;x)mic^, Priorities, and Interfaith Center, is based on past e?(perience^\ 
\ notes, and brief discussions with individuals I cogid locate. ' > ^ , 

' t E^ton, Maryland. ^ / „ . • 
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Summary of Findings ( 

The research has lead to the following conclusions: 

1 - Corporate activist groups may very possibly have the most dismal fund-raising 
experiences in the^ Jiistory of public interest groups. One reason for this bleak 
history is^unqui^tl^'aWy that corporate activist groups have an apparent tendency 
to b'te the hand that feeds, them, and the major foundations have little inclination, 
to support such organizations. / 

2. Those organizations thathavesurvived'have done so primarily because they are 
— retearch-an^ report oriente'd. ' ' ' 

3. Some organizations are better able than others to support themselves with 
independent sources of income: sale c^f research studies, sale or subscription of 
services, membership (such as the churches) or the funding abiUtV of a single person 

^. (such as Ralph Nader). 

4. Corporate activist organizations have been more successful in raising funds for 
programs and proposals rented to substantive issues of concern loathe different 
.foundations. % / - 

"• ^ ' 

«5rP0RATE ACnVIST GROUPS: BACKGROUND 



With the exception of Saul Alinsky and Ralph Nader, there was very little focus 
on corporate activity- prior to 1970. The civil rights and anti-war activities of 'the 
1960s evolved into political action groups which generally did not focus on corpora- 
tions. Saul Alinsky, with the help of churches, did develop in the iate, 1960s the 
FIGHT program in Roche^tefj New York , aimed at changing the practices of, 
corporations and holding corporations accountable for their actions. FIGHT was one 
^of t;he early efforts that used church investments as a tactical weapon of corporate 
activist groups. There was also some focus on corporations during. ttie civi4-rights 
actions of "the 1960s, notably the Mississippi Power and Light Company, which in 
1963 was the target of some civil-rights activities. And, of course, f^lph Nader's , 
consumer safety efforts, while fought in a public forum^Jrivotved the resporfsrbility > 
of major corporafions for public health and.safety. WItile these efforts were to some 
extent concerned with corporations, they ^fieyer evolved into corporate aaivist 
groups as defined in this report. , - 

In August 1969 two separate develop riients gave impetus to the formation of 
groups focusing on corporatipns. One was an outgrowth of the Nader concept of 
corporate responsibility for safety, the other an- outgrowth of the cjoncept of * 
' stewai-dship in relation i6 the churches' control of Iheir investmentsf^and the 
religious implication of an investment portfolio. It was ine. churches that mdre^thaft 
any other group first confronted the issue pf the investpr's responsibility fer ijfhat^-' 
corporations were doing. In addition, the growing demand for public interesi.^itlga 
tion groups led inevitably to the formation of a Saul }Minsky-type 
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THE PROJECT ON CORPORATE RESPONSIBII 




In the Spring of 1969 a grpup of lawyers got together to disoJ^s the possibility 
of setting up a pernianent Saul Alinsky-style organization that would focus on the 
accountability of* private corporations. The gerfesis was twofold: Philip Sorensen, 
then executive director of the Irwin-Sweeny-Miller Foundation and Cunnmins Engine 
Foundation, had been working with and providing financial assistance to Saul 
Alinsky organizations. From the perspective of^ a donor, he believed that a 
\ substantial budget should be provided to a single organization for the purpose of 
< giving voice tp the public vis-a-vis corporations. At the same time, sog)e of the 
^ lawyers associated with the Center for Law and Social Policy, a new organization, 
were discussing the possibilityvof promoting the election of a **public member" to 
*the board,' of directors of a major corporation. The objective of -this campai^ was 
to highlight the lack of public accountability of large corporations. These lawyers 
^t together with Sorensen, and the result was the establishment of the Project on 
Corporate Responsibility (the Project). Sorensen asked represerrtatives of other 
foundations if they would join in supporting such an organization. Representatives 
of Carnegie, Field, New York, Stern, and Ford foundations indicated their support, 
for the idea, and armed with this, Sorensen approved a proposed^ant for the 
Project, on Corporate Responsibility. Staff was hired and the Proje^t^gail to put 
together Campaign GM, its first endeavor. In December 1969^ Sorensen wa> 
informed by Irwin Miller that he would not approve the grant because the 
objectives of the Project would constitute for him a direct conflict of interest, ' 
requiring him to resign his jjoard positions in several major corporations. As a result 
the ffdivit was not made, and the Project experienced the fi^stof m^iy fund-raising 
shortfalls. 

•Ws of February 1, 1970, the Project's staff numbered four. Its budget, bd&ed on 
the original proposal, was $'250,000, , and it had no funds and, no forthcoming 
Jjrants.. Had th e staff not been willing^ to remain on a voluntary basis, the Project 
would never have been realized. 

Around this same time. Alice T«iper-Marlin was putting together the Council on 
Economic Priorities (CEP). The council was established essentially as a research 
V organizatiorv to assist the public and shareholders in assessing the social performapce 
""of various ^'corporations. When the Miller grant fefl through for. the Project, 
members approached the Stern Foundation and the Field Foundation, two small^ 
foundations with reputations for prf)viding seed-money grants atKl supporting novel 
and interesting new ideas. The CEP also approached these two^ftwfdations, and at 
the request of Philip Stern a joint nrieeting was held in January 1970 with the CEP, 
the Project, and the Sttfrn Foundation. The foundation representatives wanted the 
Project to explore the possibility of merger with the council. Because the two 
jorganizationsf though friendly and sharing sir^ilar goals, saw their mandates as being 
quite different, no merger was accomplishld. ' 

Ultimately, tne Stern Foundation prolided a seed-money grant of $30,000 to 
thfl^ Project. The money was received in late April, at which time some $18,000 wa^ 
disbursed for sala|ies and pther office expenses. Stern also gave a second grant of 
$30^00 jn the Fa'll of 1970, whtch was to carry over into the next year. The 
Pr<HC<:t's *first effort, Campaign GM, was a successfdl public relations venture and 
geheratcd a tremendous amount of publicity, some good will, - and controversy. 

Thi:^ Project on Corporate Responsibility sucvived for the next' three years almost 
exclusively on the basis' of tfic good will that grew oOt of Campaign jGM, Following ^ 
this program, the Project was asked to assist various groups in exploring the ^ 
responsibility of corporations for migr» labor practices, j It had previously done 
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research and subrnfttod testimony at the invitation of a congressional committee 
cto^cefning migrant workers in Florida. This testimony, like Campaign GM, 
g^erated publicity and good >vill among potential funders. ^ ^ 

More important to the funding prospects of the Project, it had opened up an 
issue of substantive concern. The Field Foundation, which has historically been 
concerned with the economically dfsenfr^nchised, the poor. Blacks, and other 
minonty groups, iJrovided a $45,000 grant to the Project in late 1970 to conduct 
the Agribusiness Aaountability Project, a program that, had been developed from 
the mlgi^nt labor project in cooperation with the Center for Community Change. It 
was couched in terms of the conwns of the agric\ilture industry, and was designed 
specifically' for the Field Foundation. Much of the fund-raising difficulties of 
corporate activist groups is exemplified by the experiences with Field. By and large, 
it was easier to. raise money for a substantive program than for a project focusing,^ 
on a particular corporation. 

1970 was in many respects the most successful fund-raising year for the, Project. 
It had the benefit of a good idea that had .been well publicized and well 
implemented; it had received seed-money grants which increased its chances of 
receiving other grants from major foundations. (Problems encountered by the 
Project in later years made fund raising increasingly difficult, and eventually bro.ught 
to an end all fund-raising activities.) ^ 

In 1970 the Project raised $82,295. that, $75,000 came from two founda- 
tions ($60,000 from Stern and $15,000 from Field). (In addition, a portion of the 
Field grant to the Center for Community Change was allocated to the Agribusiness 
Accountability Project.) From January 1970 through September 1970, the Project's 
staff consisted of a directoi, administrative assistant, research director, and press 
assistant. Beginning in September 1970, the staff was increased by three because of 
the Agribusiness Accountability Project. The Project also hired part-time staff and 
supported a student^ntern program. 1970 expenditures were approximately 
$62,000, ^eaving a carryover into the following year of $20,000.^ 

In 1971 the Project raised a total of $68,381. Of''this''amount, $45^000 came 
fr om founda tions - Norman Foundation, $20/r00. New York Foundation, $10,000, 
- Field Foundation,$l 5,000 - and the balance came from individual contributors. 
Expenditures for the year totaled approxirViately $84,000. 

1972 was a watershed year for the Project A total of $56,000 was raised in that 
year, $23,000 of which came from a Stern Foundation^rant (individual contribu- 
tors accounted for the remainder). The staff was substantially increased on the basis 
of a promised $125,000 per-year grant from the Macintosh Fp^uhS^ation. In the 
latter, part of 1972 and throughout the first few months of 1973, tK^P'roject also 
received some, $50,000 from Stuart Mott to scrutinize corporate political contribu- 
tions. Like the earlier Field grant for migrant workers, the IV\ott grant was one 
specifically earmarked" for a substantive program. ' . 

V Because it was unsuccessful in securing tax-exehpt status, the Project closed its 
doors in May 1973. It did raise $10,000 from the Ottinger Foundation ip that year 
bu^ most of the funds were spent on ajawsuit and' administrative matters 
No report on the fund-(aising experiences of the Prdject would b 
without a discussion of the tax-exemption problem. Th? project origina 
tax exemption as a 501(c)(3) organization mM970. In response to the 
the IRS requested .that the Project divide its activities between tho! 
shareholder activities or proxy contests and those involving research 
interest information. Thus in ^1971 the Project began to restructure fts^lf into two 
organizations: (1) the Center, on Corporate Responsibility, which would be tax 
exempt, and (2) the Project on Corporate Responsibility, which would 'not be tax 
exempt. Reorganization was completed in 1972, and although it^was done in 
^ accordance with the IRS request, the LRS stiff refused to rule on tax exemption. In 
May 1973 'the Project filed sui|. In December 1973 the federal district court 
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declared that the center was tax exempt, and ordered the IRS to issue a tax- 
exemption letter, which it did in March 1974. ' . ' ' 

Aftfer receiving the lax exemption, the center sent out a proposal for support to 
more than 40 fouWations. The appeal was unsuccessful, despite the center's 
'tax-exempt status. Thefcenter became inactive after December 1974, with the 
exception of some vokJnteer work or work that was contracted o.ut for special 
projects. > ^ . I * * 

On the basis of , assurances from IRS that tax exemption 'would be grafted, the 
center had in 1972 e?cpanded its staff to more than 13, people, including 3 lawyers, 
2 codirectors^ ^add- a ^bstantial research operation. Moreover, the Project had 
^ received a grant commitment from the Macln^o^ Foundation for $41,000 in 1972 
and fl 25,000 Vor each of 3 years thereafter. In early 1973 when tax exemption still 
had not been received, the Macintosh Foundation advanced $25,000 of its gr^ant 
and ttien informed the center that it would no longer honor its commitment. As a 
result, the center discharged all of its personnel^an^ operated from May 1973 on 
with part-time volunfe^ assistance. ' . , . 

During^'its five years, the Project sought grants iprqm more than lOO^four^dations, ' 
and in each of those years, sought grants from the major foundations, .including 
. Ford, Carnegie, the three Rockefeller foundations, Sloane Ketteting,' Lilly. In most 
instances the Project received no reply at all. Other foundations (among them, Foild, 
Carnegie, and RQckefeller) with whom members of the Project had closer relations,* 
did respond, *but the relsponse was invariably negative. In the early years, founda- 
tions pointed to thfe lack of ^ck record as the reason for refusing funding requests, 
but later, ^teV t\va or thre^years of Profect activities^ the majors said that they 
could not g^a grluit to an org*ani2;ation ihat Jacked tax^xempt^status. However, 
these foumUm»n^g|tq not give any^ substantial grants to the Center oa Corporate 
Responsib^ty, aftehit had been established as the'^ax-gxempi arm of the Project.* 
The re^aons for this carl on|y be surmised, but it is likely tfjat they were related tcj^ 
th^ activities of the Project,. "namely, the proxy contest and other actions aimed at 
corporate accountability. ^ ^ 



HI • . ^ 

COUNCIL on:economic priorities 

^ The Council on Economic Priorities was formed in 1969 by Alice Tepper-^rlinj 
with the help of a $20,000 loan ^nd a $5,000 gift from one individual donor. The 
purposes of the council are to prepare comprehensive reports on the activities of 
different corporations in specific social fields. These profiles are niade available to 
subscribers and purchasers, most of whom are institutional investors or other 
individuals concerned about specific isstfes involving the corporations in which they 
are invested < 'If * ' * f ' 

While ^Viot activist in the sense that the Project wasl the council has a tactical 
impact on .cc^rpM^rjaite 'conduct byj serving as a modera.t[ng influence on corporate 
decision makers^ tfffough Its reports. In sofjie respects the council is in a uniqu^ 
positijan amohg corporate activist groups because it can generate grant monies as 
tax-exempt educational organization and can^ generate! income from jts researc 

. reports. j I ( • ' . " 

/ The initial loan and contribution to the council in 1969 carrietj over into 197 
and enabled the council to secure additional funding. In the fir^t yeaf^ the staff 

..consisted of one full-time ^person, plujt part-time assistance; X^d researchers and 
.secretarial assistance were added in 1970. The council applied ior and received its 

^ tax exemption In**! 970. 

''".9^. . ■ / / : - V ' ' 1- f ^ 
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The council has received and^spent money as follows^: 

• In 1970 Its earned mconne was $28,500; donations were $13,500. Part of 
' the proceeds from the $20,000 loan were used^n that year. 

*» 

• In 1971, earned income was $61,500; dpnatjons or grants, from the 
.Rockefeller Family Fund, the New York Fund, the Norman Fund, and the 
.Otunger Fund, totaled $82,500. • ^ 

• In 1972 the council received $96,000 in earned income and $109,000 in 
foundation grants from DJB and POINT. 

' i 
, • In 1973 earned income was S97,S00 and foundation donations, $152,000. 

• In 1974 earned income was $69,200; donated income was $187,600, 
including one $50,000 two-year grant and a major grant from the ^, 
Rockefeller Brothers Fund 

The QounclTs earned income in 1975 was' expected to be $93,000, with 
committed grant income of $172,000, including the Rockefeller Brothers grant and 
a.^ 50,000 grant from an undisclosed foundation. The council's budget has grown 
, from $20,000 in 1969 to $250,000 in both 1973' and 1974. 

The council seeks grants on the basis of specific projects. While grant money 
received is rarely earmarked for a specific research project, it is often given on the 
basis of a proposal related ,to the individual grantorj* concerns and grant-making 
^ policies. This fand-raising strategy enables the council to adapt to changing concerns 
and to appeal "to a broad range of social and political philosophies among the 
various foundations* * 

The coiincil also earns a substantial portion of jts budget from its research work, 
which has made fund-rabing considerably easier. While the council never expects its 
earned income to support all of its budgetary needs, many foundations have looked 
to the earned income as a basis foi" giving general operating support. . • 

There is some concern that many of the councils ^significant grants are one-iime 
grants. .For example, DJB gave a one-time grant, 'so did Otttnger, the POINT ^ 
Foundation and the Rockefeller Family Fund. For e^ch of tht years since 1970, the^ 
pouncfLhas received at least one $50,000 grant as a. one-time' gf ant. . 

Over the years, the council has applied for grant funds from all of the major 
foundations^ including Ford, Carnegie, and Rockefeller. Not once have they received 
any money from these foundations. The ^ftockefeller Brothers .Fund 'did begin 
support in late 1974 and has indicated^ that support will continue through a 
'.revolving fund grant," which would assure the t:oyn€il of its cash f\ow ^needs 
throughout Ihe year. ^ ^ 

In late. 1971*^ research organization; the Investors Responsibility Research* 
Corporation (IRRC), was created to serve the specific needs of majpr institutional 
investors, including churches,rfoundatrons, universities, mutual funds. «lts mandate 
was to study the issues in different proxy contests . requiring a vote of these 
institutional investors and to issue reports on the merits of the proxy questions. 

The Council 6n Economic Priorities {and to some extent the Interfaith 
Committee on Corporate Responsibility, discussed below) initially viewed this 
' development as a* threat t(/7& 'function 'and as a possible jjre^ption of its" own 
fund-raising possibilities. Most of the fouhdations that had refused to support the 
. * efforts 0$ the Project or the council jwere the primary proponents of IRRC; Ford, 
Rockefeller, and*Carnegie were the major funders of the new organization. The 
co/porate activist community viewed it as an effort to preempt a large part of the, 
reporting functions of the couaoil.' (According to Alice Tepper-Marlin^ the one area 
' . , where the CEP and IRRC we^^irr fact^qompetitive was the annual reports on 
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upcoming proxy conie^>rs. IRRC and the council now seem to have dovetailed their 
functions.) 

The view has been expressed that Ford, Carnegie, and Rockefeller Foundations 
have and continue to fund IRRC at the expensq of other corporate activist groups. 
Indeed, ail of the top ten foundations have preferred to support IRRC instead of 
the other groups. When asked v^hy the noajors did not contribute, the director of 
the council, like rriembers of the Project, could point to no specific reason. The 
council is tax exempt, is involved in res*earch and educational activities, is engaged 
in no specific shareholder or other corporate action programs, and has an established 
track record of issuing well-researched, well-written reports on issues of social 
concern. Yet, it has received no mor^ey whatsoever from Carnegie, Ford, or 
Rockefeller Foundations. 

One other interesting aspect of the council's Yinancial history is that it has 
received no money from the Stern or Field Foundroons, and only relatively small 
amounts from Norman, New York, and Ottinger. All of these foundations are 
considered seed-money foundatiqns. Stern and Fieid, because they are relatively 
small, must make choices among the organizations and causes that they will 
support. Their choree in the corporate fie Id 'was to support the Projec-t on Corporate 
-.Res^PiisMiiy-JfiR^CSJUiy" because of the activist perspective of the Project and its 
dire need for funds. ^Jorman, New York, and Ottinger have supported, at one time 
or another, both the Project and the council. ^ 

* * - » 

IV 

THE INTERFAITH COMMITTEE ON CORPORATE RESPONSIBILITY 



The ICCR grew out of the concern of various churches belonging to the National 
Council of Churches that their investment portfolios should be managed in a Nyay 
consistent with the ideas and religious goals of a church organization. It was initially 
Set up tp study the churches' portfolios. 

In 1971 'ICCR decided to seeV support from sources outside the National Council 
of Churches. It prepared a pr6ppsal for a major study of church investments. The 
Rockefeller .and Ford Foundations approved the proposal initially and then later 
stated that they would finance the proposal on the condition that all information 
be kept secret. The ICCR turned this down, and subsequently, Stephen Farber at 
Harvard University set up tHfe* previously 'mentioned. Investment %Responsibility 
Research Organization^ which in essence became the institutional tool for studies on 
the iocial responsibility of corporations. 

ICCR shifted its fund-raising appeals to snrialler foundations, and it became more 
-activist oriented. The Bernstein Foundation granted $5,000 and the Polaroid 
Foundation, $1,500, largely on the basis of personal friendships. The Stern, Field, 
and other smaller foundations said that they had grant priorities which precluded 
their giving monies to operations backed by large institutions such as churches. As a 
result of its activist orientation and its institutional support, the ICCR has relied 
primarily on contributions from denominational members, during the 5 years of its 
existence ICCR has raised less than $15,000 from' outside sources. ^ 

Sinie 1973, ICCR has operated with a core suff of seven, /post of whom prepare 
studies df church portfolios and some o( whom work on various shareholder 
Campaigns conducted by the churches. The shareholders' campaigns are funded 
exclusively by denominations and members of the National Council of Churches, no 
effort has ever been made to fund th^e efforts through. foundation grants. 
. In fiscal year 1974, the operating budget of ICCR v)as $160,000. At the end of 
the year, the organization was $15,000 in debt, and the deficit was covered by 
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differem denominations. In fiscal 1975 the ICCR was $44,000 in debt; once again^ 
the, deficit was met by members of the National Council of Churches. 

In late 1974, ICCF5 asked the Lilly ' Foundation for $50,000, to be given in each 
of two years, to prepare social profiles of corporations that.are in the portfolios of 
the various denominations. The foundation rejected the proposal, and, according to 
Frank White, ICCR's director, indicated that the reason forntsrefusal was essen- 
tially political. The foundation indicated instead that they wouftftinance a study of 
the corporate responsibility of churches, to determine the responsibility of the 
churches' investment policies. According to White, the foundation offered to raise 
between $250,000 and $500,000 and to provide a separate staff for the study. 

The grant proposal eventually fell through. The reason given to White was that 
the Lilly Foundation was afrakJ that its tax exemption would be challenged if it 
made a grant to a church organization. 

V 

'OTHER CORPORATE ACTIVIST GROUPS - 

.There have been since 1970 a number of corporate activist groups formed around 
various issues. Each of these groups i»as had their own particular goal, their own 
budgetary constraints, and their own particular concerns. None of them have 
operate'd with substantial budgets, and ^ach has had its own unique constituency. 
What^llows is a brief review of son\e of these groups. 

The Council for Corporate Review was a Minneapolis-based organization formed 
by Mary Williams and Charles Plllsbury in 1971. Its original concept was along the 
Imes that Alinsky espoused, narrjely, to maintain" community action and to have its 
support come from" the community. Its focus was primarily on Minneapolis-based 
corporations, many of whom are national. Its limited" funding came from individuals 
or^ organizations within the community. The coghcil sought some funds from 
national organizations,^ particularly national churches, and while it received, some 
money from these Organisations, most came from local denominations of churches, 
local unions, an? an occasional foundation grant. 

The council's primary agenda was comrpunity organization and the development 
of a heighterlfed awareness of corporate responsibility" to proxy contests and other 
corporate practices. It conducted several well-known campaigns, particularly the 
Northern States Power Campaign, which was sui:cessful in selecting some {)ublic 
directors for a major corporation. It has always operated on a shoestring budget and 
was eventuallyvWrged into a federation of local organizations in Minneapolis that 
continues to■^^prk on various community issues. ^ 

The Council fof.Ne)v CorJirate Priorities was a California-based group which 
received some assjsunce from the- POINT Foundation and attempted .to raise other 
fuods from California foundatior)S. Its activist efforts focused around the Bank of 

' America, usirjg both shareholder and depositor strategies as an effort to increase the 
bank's responsiveness to the public. Jhe council was unsuccessful in raising funds,, 
and is now defunct. , ^ " ■ ' 
.Project Standard Oil is run essentially by Jim Hoy and .his wife. It relies 

' primarily on shareholders for 'support and operates on a shoestring budget, which 
does not exceed $3',0QO ia any year. Hoy receives contributions from concerned 
shareholders of Standard Oil of California, and all of his activities focus on that one 
corporation. Because of its limited focus. Project iStandard.Ofcl, though operating on 
a mininjal budget, has in some respects been the only successful fund-raising 
organization that 'conducts proxy contests. 
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VI 

CONCLUSION 



To draV conclusions from a study of fund-raising experiences of corporate 
activist groups is extremely .difficult because there have been so few corporate 
activist groups in existence for any period of trme. The reason^, of course, are 
many. The issue of corporate responsibility is not looked upon with much favor by 
foundations; and the major foundations, in particular, prefer tc^make grants to 
established orgsnlzations that conduct "pure research" or that have been set up by 
♦the foundations themselves. 

^ In many respects, the Project on Corporate Responsibility can be defined as the 
only corporate activist group.* Its scope was national, its objective was to focus 
exclusively on the corporation, and its tactics were purely action. It was successful in 
the early stages of its fund-raising because ^the seed-money foundations gave 
sipilficant grants and because the project operated* on a relatively small budget. But 
seed-money grants from the smaller foundations dried up and were not replaced by 
ffants from the majors. Effort^ of the Project id raise money through individual or 
direct mail were unsuccessful, partly tiecause of lack of tax exemption and partly 
because of fund-raising costs. Moreover, the Project had no specific constituency 
from which it could clr^w funds, and would have been solely dependent on grants 
from major foundations, which never niaterialized. 

The I6CR ekists p*rimarily because of the support of its own members, who are 
also its primary constituents. Even ICCR was gnable to raise any significant funds 
from foundations. The foundations preferred instead to se^ Op their own*organiza- 
tion, IRRC, to t^ecfprm the function that ICCR had proposed. « 

The Council on <£(;onomic Priorities is surviving far^ely as a research organization 
dependent on significant grants from small foundations and on growing cupport 
from earned income. If it continues to raise money from additional tofndation, 
sources, it will be because of its research orientation and not because of any. activist' 
programs. . ' 

One point is clear^-Corpcirate activist groups cannol expect to be funded on a 
permanent basis ByWbu>adations, large or small. The record shovys that \hV 
foundations prefer tbjend^ financial support to research on issues of corporate 
responsibility, and to established organizations, such as the Brookings Institution or 
major universities. 



THE ROLE OF THE UNI^TED WAY 
, . IM PHILANTHROPY . 

David Horton Smi tht 

) 

Introduction 



The Filer Commission undertook at its inception to investigate the nature and 
impact of private philanthropy in our nation. It is striking, th^efore, thatsojittle 
attention has been given to the major source of private philanthropy in America - 
living individuals; The majority of the research studies of the Commission have 
been more cpncerned with the activities of foundations, corporations, and bequests 
and their tax ramifications. Yet Giving U,S,A, (American Association of Fund« 
Raising Counsel, 1975) indicates that neariy 79 percent of the, $25.23 billion given 
to philanthropic organizations in 1974 came from living individuals. Of this nearly 
$20 billion in philanthropic money from living individuals, the more than 2,200 
federated campaigns of United Ways, Uriited. Funds, Community Chests and similar 
organizations, in the U.S. and Canada are reported, to have raised some 5 percent 
($1,039 biliron). 

Tlje purpose-of this paper is to examme how United Ways (or their equivalents, 
takingJthis common designation to refer to the entire class of federated com- 
munitywide fund raising campaigns, whatever their actual local names) raise and 
allocate their funds, to whom, with what effect, accountable to whom, and using 
what^philosophy of operation. In the second section of the paper we shall also give 
some attention to tJie relationship of local United Ways to the national .federative 
body, the United Way of America. ' ^ * . , • 

'Let us admit from the outset, however, that the resources of both time and 
moaey to' perform this brief pjipt s^uyy have been thoroughly inadequate to the 
task. The United Way complex qiationally is a large and highly varied organisational 
set, constahtiy changing ^d adc^pting to its iptprnal pressures and external.environ- 
,ment. To perceive, documeht, anff*^ynthesize a state^mept of the **tri4th" about sUch 
-an jmportant paft of American pHiiant|;ii'ppy demands much more extensive study 
than we have been able to peffo[hri. .Nevertheless, even ^ brief study is better than 
none^ and the topic very much needs *tOj" be examined by the Filer Commission. 

Two basic rneCho4s were used^b thfs study. First, and principally; we hftve relied 
upon personal interviews with individuals involved in United Ways or familiar with 
them in various communities and metropolitan areas arpufld the country. We have 
conducted extensive interviews with people in four sites in the Northeast, ^lidw^st^ 
South,^ apd Southwest, with additional interviews ,with knowledgipable people from 
several other cities around the cOuntry. A total of approximately eight days was 
spent interviewing ih the field in this manner, Jhe cities and metropolitan areas 
involved r^nge from a^popul^foh of about 25,000 to over 1,000.,000. While too 
^mall a sample to be statistically representative, ^the sample is at Iea3t diverse. iri 
terms of geographical region and size of the urban area invpived. 

In doing this interviewing, we did not employ any -kind of standardized interview ' 
schedule or questionnaire. Jnstead, we utilized th$ method of the "focused inter- 
,view," wherein several basic then^es are touched upon conversajionally in whatever 
language and whatever order seems most appropriate. We attempted in each of the 
four main sites to talk to ^board members, executive staff, committee volunteerSj^ 



tAssociate Professor, Department bf Socioiogy, Bqston College; Association of Voluntary 
Auction Scfiolars. 
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(iefview of the strunute and operation! of the local United Way. ™« f "*'" 
S To Tntertew, p., site fcr each of the four P'i"'lP>l "»'„5ome of t e m,.,. 

»inf";s:^Stisrst"o's^^^^^^^ 

•3 ty^ o".'ernd«;o ■^tltS'^^itSSr ll^Jl^ 

Hn l5 E aSd of the United Way of America regarding the overall picture of 
fer?a1eS^ — ifyw^ tL U.S These prior ^tu^es and s^t.sj^^^^^ 

• InH additional strength to dur conclusions from the intervi^. We shall 'n"oa"ce 
•1" ^hi^ren^rt i Tnd where they seem relevant, indicating the*sources. Where 

SrsSrce i Tau fTom a^'p^ti^^ United Way we shall again Prouct ,"^ 
anonyrSity since our purpose is to understand the larger system of U"'ted Ways 
^?ross the crntrv and to suggest ways of improving this system, rather than to find 
eUhe ftrt or ktue in particular United Way organizations. When speakmg of the 
United Way of Americi, the national federative organization, no such protection of . 

"TnTpiVe 'of'^our'nm^^eSTeTources and the small sample of intensive study sites 

the stu revLfs what seems to be a great deal oVT'^r'-lThl^'thTS^ u ' 
If llnitpH Wavs work alt over the country. This is probably the case oecause 
1 SJ^^ied &Smunity movemerit is a very well established one in Our 

Sunu; begun S^Mn this century in Cleveland,' "^^^T\.d /n'a tiS'- 

bte in the last century in Denver, according to^ others) and it has had an active 
central federative body during most of its history. areument 
We shall try throughout this report to present both sides ot the argument 
reading Sitrov°rsfal aspects of the United Ways and ^-/""^^X f-p^iet 
th\s not to avoid taking stands on where improvements ^re. needed or where pr^nt 

Tvc^e of theirTarge^nvironment, both Ipcally and nationaUy. , . . ^ 



' * FUND RAISING AND- RESOURCE ATTRACTION - . ' 

■ " HSIi? sT'StedX sf«o^ ;ss^^z% 

but the overall parallel -in paramount objecfiyes is striking. , . 

' - ■ • ''3J8 ' 



Jhk parallel witK bysineSs firms fs nnaintained at the^4^el of governance 
^(management, administration, poftcy makiDg^^^ision making! as v\^ell, as we shall 
see in the next section of this paper. 'Almost^^without, exception^ businessmen 
(particularly executives .in medium-sized or large* businesses) hold the large majority 
of decision-nnaking pgwer* in United Ways, both locally aW natiom^liy. >' ' 

The drf^ins and' Ajhctions of United Ways and theij/lorerurmers. Community 
Chests, United Furids, and so forth, are quite consistent with and intact conducive 
tajhis nfwney-raisin^ goal. The first sucpfessful Community Chest vAs formed as a 
resulbaQbe initiatives oTCIeveland businessmen who were bothered by the prolifer- 
ation of cl^^ciuble fund-raising campaignsUnd' who were concerned that the^ money 
they gave to l^calor national chajrittes, be well spent.^Simiiarly, the'first successful 
United Fund drtive^^jQombiqing Comrnunity Chest agencies with nationaK health 
organizations as* intended*udonees) was inftiatedjn Michigan by Henry, Ford II in 
1947. Both the original Community Chest movement and the subsequent United 
Fund movennent spread rapidly acrdSs^the country; at present it encompasses about 80 
percent of the U.S. population, according to the 1974-1975 DIreotory of the United 
Way of America.* ^ ^ 

The 1973 United Way activities around the county involved 2,057 separate 
fund:raising campaigns, accordi/ig to the Directory'. About $975 million was raised 
thfough^ these campaigns, of which some 28.4 percent came from corporate gifts 
and 61,T'iMf*cent from payroll deductions of employees and executives in business 
firms and^government agencies.^ *Other types of .money raising, including local 
campaigns and special gifts, account for the rest. These figures represent several 
important outcomes of long-term trends^ in United Way fund raising, Th8 mosi 
important trend is that more, monkey has been raised each year than in previous 
years, bn the Nvhole, though the increase is not always an uribroken series. In rough 
terms, Jthe bi-national (Cawada and U.S.) total has abdut doubled every decade since 
1940, thcfugh there was effectively no change in the 1930s and a quadrupling in the 
1920s. * , . ^ ' 

Another, important trend (las been the decline m the percentage of corporate 
gifts, which has dropped from about 41 percent in 1954 tq Ibout 28 percent jn 
1973.* 'Hence, big corporate gifts have become decreasingly important to the" total 
of funds r'aised over the past several decades. Correspondingly, the category ^of 
employee and. executive gifts has become much more important, .rising fitjm about 
30 p€?rcent in 1954 to 61 percent in'l973.^''This source refers to payroll deduction 
•plans operated at places of work. By contrast, the house-to-bouse residential 
campaign .is of very ^mall and ever declining importance as a source of United Way 
funds. If a longer span^f years were examined, the iforegoing trends' would become 

• even more sharply defined, since the residential campaign was in the beginning a 
Very substantial part of the pictiTre.- ^ , * - 

The most important imp<icati<3n of these* figures is diat the executives of medium 
^ and large businesses have tremendous power*, collectively, over the success or failure 
of United VSfay i^nd raising all over the country^. The key decision nowadays is not^ 
the indmdual'decisiorv to give that is made'by ^n employee or executive, but rather 
,the decision by oni^ or more corporate rop^executives to participate organizationally 
in the United Way campaign, allowing a payroll deduction and solicitation program 
to be set dp whije at'thesame tim^ .perhaps making a corporate tx)ntribu{ion. Once 

• the standardispjicitation^payroll deduction program' has been established, it is*a.f€>re- 
gone conclusion that significant amounts of money will be raised from thp business 
firm, assuming the usual levelvof employer backup for the United Way' campaign. 

, This mearfc, in turn, that the 'standard United Way executive and emptoyee 
solicttation ^campaign involves a good deal of pressure from the top management to 
'participate. 'This is rtot surprising, ^since personal pressure is the keystone of nearly 
air fund Rising, HoNvever, there ls_joften criticism of the amount and type of 
, pressure exerted by business management in United Way campaigns. There seems to 



be a modebt amount of overt c5erciun by employ ers> but a great deal of more • 
^subtle ".friendly persuasion." Since the giving js registered, as p^t of the payroll- 
system, no employee can escape scrutiny b\ an interested top n^nagement. Fear of 
loss of job or of incurrinjg disfavor of superiors is believed by many critics, to be the 
source of npuch United Way gi.vmg, rattier th^n mo're charitable motivations.^ 

'Additional light *s thrown on these issfies by a study of United Way ^iv^rs and 
non-givers* in the Lansing, Michigan, area.^ Ba-sed on questionnaire data from over 
,2,000 'givers and non-givers to the United Way,^we can conclude that 40 percent of 
'the givers versus 25 percent of the ^on-giv^rs,felt that there was some influent (or 
more) of company expectations, to contribute, that 'about 25 percent oTboth 
fivers and non-givers felt there was some (or more) influence of their expecStions 
that*"those who don't pledge at work will usually hear about it from a superior, that 
about 14 percent of »both givers^^nd non-givers felt there was some influence of 
/their boss, foreman,^or supervisor whea they were deciding to give or not. 
However, other items show that givers also tend to be responding ^o a significant 
extent to their sense of altruism ^d perception of people in need,* ^ Fojrther, the 
presence of Ux deductions and the possibility of needing to u^e local services also 
•play a role in givjng decisions, as do many other factors.^ ^ 

Of -course, what people say ^n response, to a questionnaire, especially one that is 
adnninistered at one's place oi^ work, as wasjthe case with this one, does not 
necessarily reflect their true'assessment of the siTu^tion, It^s therefore reasonable to 
take ths foregomg data as an indication of the minrmum Tevel of work-celated 
pressure that people are wilhng tcjsadmit on'a' purportedly anonymous questionnaire 
(that IS, one that was presented.as anonymous Snd reported -by' the investigator that, 
way, but .regarding which the individual respondent might-have had his or her 
douBts).* " - • * ' . / * 

These data and other anecdotal materials- support the contention that there js 
indeed* a signi,ficant presence, of undue, iob-relat?ed« pressure in United Way giving. 
However, this"^ kind of pressure is clearly riot the only reason for employee and 
executive giving^ nor is it always re|forted to be present. But the fact that such 
pressure is present at alF indicates the need for greater protection of Employee and 
executive civil rights against thq interference' of empfoyers \h their peFSbna I affairs. 
As, Richard 'Carter^ note^,. the lndividua^ should have the, right, ^ '^after private 
negotiations with his conscience, to give time and money to-any cause that pleases 
him", and the ri^t "to withhojd support. from *any cause in which he lacks personal 
ipttrest,"*^* . \ , 

It IS unlikely that anyone connected with the United^Way comprex of organiza- 
tions nationally will agVee with the foregoing, since a virtual or actual mono^joly on 
'in-plant fund .raising is currently' possfeed by the United Way type pfjorganization 
in most places in the country.- Yet the Orvited Way is far from the.only charitable 
organization' seeking" funds in order to do good worke in this country., Jhe United 
Way likes To present its campaign in^the terms of /'Give once for and places 
great reliance on the effidency argument that one big campaign # b^ttter than a 
rriultitude of smaller ones. Jl;i'e Iniportant question is,' "Setter for whom?" 

To quote severe critics of the United Way approath, speaking of the situation in 
the *San Francisco Bay Area, "The business coiinmunity has^mbraced the Utiited 
Fund for a var4efty of self-servirtg reasons. The ,one-gfft-for-all concept was appealing 
as a defense- against the plethora pf national and lofcal .charity drives. A single sizable 
gift given for ari amalgam of good works, ^lus active corporate sponsorship of a ^ 
.Unltfed Fund campaign among thqir employees, provided business with a benefi^:ent, 
charitable *image that, might diyiert public attention from other actions cohtrarv to 
''the-pubhj; interest' The impact of polluted "^ir and waferways, excessive profltSr:and 
poorly, macie products is excused by corporations ^doirig their bit ip the chkrilV 
.area."^'* Similar statements might be made^by critics speaking of most othe^ cities 
la the United States. ' ' , < ^ - 
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We woulb argue that the full range of social responsibilities of business firms' and 
other organisations in thi> country ^ould be examined, and that appropriate 
rl^medies be'sougl?t for# ealh and every area of derelictipn: Whertf* corporations 

-pollute, there should be appropriate legislation; administrative enforcement, and 
locarand national citizen group pressure to try to resolve the problem in the public 
interest; where prpducts are* shoddy, *let consumer protection laws, enforcement, and 
citizan activism do something about it. But what can be don*© about the virtual 
fund-raising monopoly of the United Way type of organizatiofi in our nation^ 
businesses? Should anything 6e done about it? 

Yes, something .should be done about it irr the public interest. As we ngted at 
the outset, the whole complex of United Way campaigrfs acK^sss'the country 
account for only a small percentage of charitable giving - about 4 percent of total 
givmg in 1974, according to GMhg U.S.A.^^ And while ft is certainly true that 
some efficiency is 'attained by avoiding separate campaigns for all of the kinds of 
agencies supj^rted by the United Ways, it is alsb true that many kinds of organiza-. 
tions active m'the public fnterest receive little or no support from United W^s^We 
shajl explore this subject more when we turn to access and allocation practices, For 

r the mcm^nt, suffice it to say that although United Ways support tens of thousands 
of useful and helpful social, health, and recreational agencies in 'the U^., there are 
many mor*^ agencies and organizations .of 'the same and especially Of different kinds 
that also need and merit support. Those other organiz^ttons are already out there 
struggling for support, running fheir own public campaigns (the major health 
agencies, for example)- or depending on grants,' dues,, fees for services for their 

^support. > ' 

The crucial question, then, is not whether the Unfted Way'type of campaign for 
social welfare, health, and recreatfonal agencies, should be disbanded or continued. It 
obviously will and probably should continue (though it needs many improvements). 
Instead, the crucial question is whether or not American ^business is going to « 
continue its unfajr and probably unlawfurmonopoly relationship with Unfted Ways' 
(or their equivalents) around the cQuntry, or whether'' it is going to open up Its 
support to other kinds of wprkplace-based campaigns. Already, Amej^fcan business 
firms give corporate contrtbations to many other kinds of charitable organizations. 
A Conference Board survey of the 1972 Contributions of 443 larger^ companies 
showed that.alv5Ut 27 percent ocf charitable monies went to United Fupd drives and 
their^equivalents.^ ^ About 98 percent of the companies pplled indicated- support of 
these.kinds of drives.^'' No other type of Recipient received anything like tjiis level 
of breadth of support. • 

A/iOther vv4y of putting the problem, then, is to urge th^t the multiple charitable, 
support practices of. American business in regard to corporate contributions be' 
carried over injo the' matter of support for additional workplace-based campaigns, 
with atcompanying payroll deduction plans. To do otherwise is to violate employed 
rights and to harm'the public .interest^by prdhibiting other kinds of charitable 

.organizations and federations from receiving ihe widespread public support they 
need. ' ^ ' • ' - ^ 

Thi$ is not to say tjjat business firms should s^jpport workplace campaigns for 
feypry charitable or nonprofit entity that comes along. There clearly must be some 
kind of selection prqpess. It cosU relatively little to add a few or even several 
additional payroll deduction option's, gjv^n the widespread use of computers and the 
many different kinds of (leductions that most employees currentiV have taken frAm 
their gross pay. But It would be impractical and unlikely to .have hundr^dsTpf 
different charitable tieductions possibly for a given company (though this may come 

*in time). Therefore, our recommendation for the near term is the following: 
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' Recommendation One a 

A// American business firrps of whatever^typ^ or nature (that is, all proftt-making 
eptltjes in IRS terms) should be ^encouragfd to terminate monopoly jelatfonshigs 
• With any smgl^ federated campaign charitable organization (United Ways or 
^ equivalents, usually}, v,ith regard to workplace solicitation and accompanying payroll 
deduttfon plans. Employees and executives shouici be offered a plurality of types of 
charitable contributions to rriake, not just the usual healjth, welfare, ^nd recreational 
package that .is 'represented by the United Way. This plurality of choices should not 
^ simply a ruse, breaking i|he United Way campaign into component service areas 
for health, welfare, recreational apd so forth. The pluralism should instead be a real 
' one, offering; real choices of where charitable contributions 'shoujd go, but keeping 
the number' of choices to a manageable number (say, from 10 iq,2Q or so). 



' ■ Recommendatron Two ^ • . ^ . 

All American business firms should be encouraged to establish workplace solkita- 
tion campaigns jjnd accompanying payroll deduction plans that include a wide range 
' of federated campaign ^packages, covering all major j^eas of public needs. 
broader range of federated campaigns^ ^ould include nofonl;^ the usual United Way 
campaign (tovering portions of the health, welfare, and ^creational spectrum)', but • 
also such additional fedisrated campaigns as a combined independent health agency 
campaign (covering all those national heafth organizations^that reject participation in 
the Uaited Ways and run separate national, campaigns - such as Easter Seal, March 
^ of Dimes, Cancer, Heart), a combined international aid and understanding cafmpaign 
(covering' U?S. aid and relief organizations operating abroad, sucji' as CARE and 
CARITAS, but also including the organizations such as the Experiment in Inter- 
national Livjog, World Affairs Councils that foster greater international understanding 
and friendship,i8 a combined aid-tO;private-higher-education campaign (exaniples 
woMld^be the federated aid-tchindependent-colle^es fund-raising efforts. that exist in 
* many states), a combined arts ^nd ^culture campaign (taking special are to support- 
not only the elite cultural institutions but bIso popular nonprofit cultural organiza- 
tions, such as' a local puppet theatre for children, local creative arts and crafts 
societies); a Black United Fund or other ^^derated minority carhpaign (Black United 
Funds or their equivalent already exist in several cities around the country to 

/ support self-help»mid instit^jtion building in the Black community/ and there ^s a 
national "coordinating agency called the .National Black United Fund; similar 
minority federated campaigns^for Aher major minority groups such asChicanos and^ 
Puerto Ricans can easily be envisaged); a combined ecology and environment" ♦ 
campaign (includingUhe full range of environmental advocacy, clean-up, preserva- 
tion, recycling groups, not just those groups that are no threat to business and 
industry); a comtiined consumerism and economic imp{ovement campaign (again 
including the full pange of such. groups, not just ."tame" ones that ire acceptable to 
the rpost conservative businessman); a combined science and inquiry campaign 
(supporting nonprofit research* activities in areas of social pr'oblems, human needs); a 
combined leisure'and recreation campaign (covering the many national and local 
recreational groups, not usually covered by United Way campaigns); a combined civil 
' rights and social justice campaign (covering the full range of grou{>s seeking to free 
{^articular disadvantaged or minority groups from prejudice and discrimination)^ a 
combined' citizen participation and social action campaign (including all those 
, groups not" elsewhere covered that are attempting to involve citizens in public apd 
civic affairs of a nonpartisan but pften politicized nature, and that are attempting to 
' • . bring about non-violent change in the public interest within the framework of th^ 
U.S. Constitution and Bill ^ of Rights); a combined ^elf-help group campfign^ 

^ ' (covering the wide range of groups of people trying to help themselves, rather than 

ERIC . ^. 3J2 •■ 
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being the recipients of well-meaning help from 4)thers, these* groups are seldom if. 
« ,/ev?r funded to any significant extent by United iVays); a combined world peace and 
inflict r^uction campaigo (covering those ^oups that are working spccificall^y on 
|Jie proplems *of int^^-nation conflict and mtra-hation conflict among different 
> croups of people)- a combined independent sociaj welfare organizations campaign 
^ ^{covering those local and national social welfare organizations that are not usually 
included in United Way funding), and finally, a combined social-interpersonil 
* relations campaign (including a variety of groups that are dedicated to helpings 
people have ,a sense 6f -fellowship, friendship, and belonging in our otherwise " 
Increasingly anonymous uipan society). — ' , ^ 

The (iregoing list attjfrQpts to cover most of the important public needs ancL- 
values held by the Amefican .public. It omits principally paictisan political activity 
(promoting the election /of particular candidates or political parities) and religious 
Activity, both of wh.w:(i are not^ appropriately supported through combined 
workplace-based campaigns. There are .well-organized and effective national and local- 
money -raising campaigri^.'aiready nnounted by refTgious and [Political bodies, and the 
establishment of payrolj deduction systems for either type of goal would be incon- 
sistent with federal law and national traditions. * 

What the foregoirt| list of fiossible federated C4mpaigns does accofnplisH is 
extremely important/ It "restores freedom* of choice and pluralism to workpjace 
fuhd^ising and payroll deduction campaigns, without sacrificing the concerns of 
employers for as, niuch efficiency as possible in this kind^ of activity. If these 
recommendations af^e ^ut into practice, employees and executives will be able to 
give^jnoney to the troad areas of nonprofit and charitable activity of their choice, 
rather than being Highly limited, as they now are, \o the. usual United Way package 
of agencies. Again/ this is not ta say that the United Way package of. agencies is 
without merit, but rather that such ^ package is only representative of a*small 
segment of the U.b. nonprofit, voluntary, charitable sector. 

Since t\ie'mecitanism of workplace solicitation and payrolf deductions his 'proved 
so effective in fefcjerated fund raising, it is only fair that this mechanism be allowed 
to work for the/ fulf range oT human and social needs. The total 6T 16 types of 
federate^ campaigns suggested above will obviously be **more work" for the 
companies and peaole involved. Yet thje benefits to the nonprofit, voluntary sector 
fir surpass the sfmall costs Involved. American business firms have already recognized 
the need to hi^yond United Way cofiflributions iji their own corporate giving: 
Noir It Is time/to'apply the same principles t>f corporate mtal responsibiUty in the 
»J)ublic interest;,to the* 'realm of "workplace-based employee and executive charitable 
"giving. 

.'When ftior# pluralistic systems of workplace-based giving are in*stituted, each 
. separate fedeijatfon and combined campaign organization should be a p^rty to the 
arrangements./ Management representatives and labor representatives should meet 
with represer/tatives of all participating campaigns to set policy, review administra- 
tive procedures* and monitor the operaticfi. If the United Way representatives^ 
essentially "pLn the show" for the other charitable federations, then we will be right 
ba^k where /'^e started again. Pluralism means sharing of. poster and access. 

■ Recommendation Three 

/n Of den for AmWcan business firms to be able Vb admit the ^fuii range of - 
federated campaigns to workplace solicitation and payroll de^uctiorr programs, the 
'Various parts of the voluntary sector' besides the United Way need tqjdesign and 
create effective federations, at least for workplace fund-raislrfj purposes. Theh are ' 
already some of these kinds of federations in place locally and even nationi^lly {for,.' 
example, National Black United Fund), but most remain to be created. Uiijfl and 
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unless such alternative federaftons are in existence, the present arrangerpents 

'exclusively with the United Ways will not be easrt^ altered. The cre^ion^of these 
various suggested federations (or other similar ones), both nationally and locally, 
would be an exceil^ni series of projects .for private philanthropic foundations to 
sponsor. The leverage^d impact for the'genefal wejfare could be tremendous. 

Although the local and national United Wavs* will dpubtless fight the foregoing 

Veccrrimendations, overtly* or covertly, they will in the end be unsuccessful .in that 
fight. >erhaps this judgment is an overly harsh one, but time will tell the^ale. The 
United Ways wfll lose the fight eventually simply, because they will be up against the 
American value W fair play and the natural orocess of cultural diffusion of innova- 
tions. It IS simply unfair ^nd probably illegal (more of this later) for United Ways to 
monopolize access to employess and executives through workplace charitable 
solicitation, and, pay roir deduction programs. Other major segments of Che voluntary 
Sector, represented by alternative federations, hi^e a rigl\t to participate in this 
.mode' of fund raising. Moreover, the United Ways have no rig^it (nor in the long 
run, a ghgst of a chance) to prevent other federations of charitable and nonprofit 
organizations from using their hi^ly effective invention in the fund-wising 
f^elcf - the charitable payroll deduction combined with effective In-person wor.k- 
place voli/hteef soliciution of pledges. It has- always been the ruk, rather thatr^the 
exception, .^h^t. social inventions of proven value spread. A>id thistp/ead cannot be 
confined within organizational or movement boundaries. 

As for legal aspects^f the situation, public interest lawyers and r^presenutives of ^ 
majo^ non-l>(ilited Way* supported qfiar'itable organizations will be much better 

■ qualified to speSk than we aft. However, on the face of it, any corporation denying 
•equal solicitation and»payrQl.l deduction rights to other bona fide chariuble federa- 
ti6ns, once they have granted such rights to^the United Way or equivalent locally, 
IS likely to be open to class.action suits and other civil suit$ by specific nonprofit 
organuatign^ alleging noncompliance with equal opportunity and affirmative action 
legislation. Since most corporations now have at least some federal contract, money 
or engage in intersUte commerce, the applicability of federal laws whc;never payroll 
dedijjftion plans are used for chacitable^ giving will be .arguable. In a few cities'' 
around' the; country some suits have already ' been filed against the United Way 

* alleging discrimination on various grounds. - ^ 

The.. foregoing suggestions cannot reasonably be opposed on public interest 
grounds', since they involve opening up a broadfer range of public-interest and 
public-need-oriented nonprofit organizations to participation in an effective 
fund-raising mechanism presently controlled almost exclusively by Ujiited Ways. But 
even United Ways (pay find that their' fund raising is ultimately enhanced because 
more people will be^giving more to charity when they can give to a wider range of 
nonj^>rofit activities. A«Uf United Ways do receive less money for a few years (or 
indefinitely), th^n this will b5 the result of widespread expression of the opinion of 
the Ah^erican public. As things stand now, the vast majority of American employees 

*and executives involved in deciding .to give to charity at their workplaces are 
participating in the equivalent of a Russian 'election, thdy can give to the on/y 
candidate (United Way)'or none at all, A more democratic and pluralistic api)roach 
requires that workplace charity .solicitation provide i» \yider choice and real 
'Alternatives to the American working person - employee or executive, man or 
woirian* -young, or^ old, rich or poor. This set of wider choices must encompass 
som^ing like *tKe set' of at<ernatlve federation/combined ^campaigns we noted 
eanliffr if we F^ect ^e^anifidate^filect/ons a$-und6mQ.C]^tic, we must also' rgject 
one-candidate charitable, contribution decisions, however useful the package of 
agencies supported, 'as equally undemocratic. The key point, again is that the United 
Way*set of agencies supported is a very limited ,and specialized fragment of the total^ 
voluntary -sector. . \ ' [ 




. ^ i3&r 

There are, several^thing^ that might be doneao push for change in the directions 
^ suggested "above. The .forces supporting the Status quo are very powerful^ indeed. ' 

But just as IBM and Xerox ha^e in the long run^ had to share their technology, so . 
. too will the very succewful United Way movement have to share its fund-raising 

technology. c 

Recofmnendation Four» ^ • < ♦ ^ - , » 

in order to 'insure equai opportunity apd fair use of resources that are. in part 
supported by pubiic, federai monies^ the* Congress shouid pa^ iegisiation t^ 
requires mediunxjnd iarge-sized business (at a minimum) to provi^ equai access to 

, worlipiace charitabie soiicitation and payroii deduction programs for q variety o^ 
'federated 'charitabie organizations, if such access is granted to any (for exampie, the 

'United Way or its equivaientj. .Thrs will give a more clear cut thrust to attempts by 
non-United Way federatibns to obtain their fair share^of workplace solicited/payrofL 
deduction charitable monies. The Urtited Way emphasizes, that all. citizens shoUa 
give' Xh^xx f^ir share; this kind of legislation would take th*t same principle'and 
apply it more l5roadly, so that all kfads of charifabje federations fiave a chajice to 
get their fair share- tHrough the payroll-dfeduatrqn mechanism. Without this legisla- 
tit)n^ the processt^of achieving fair play for the iJilUangc^pT charitable organizations 
in American business firms^will be a niUch longer and more djffi^lt one. 



' Recommendatiorv Five \^ 

7' ^ ' ' ' \ \ / 

The mapr businessmen's and trade associations in the US (AnikfJcan Manage- / 
ment Association's, the National Alliance of Businessmen, Conference Board, Variqys/ - 
triide associations) should take the lead in encouraging fair play for the fufl range of 
actual and potential charitable federations in this coup try 4o participate in^vjbrk- 
place solicitation and payroll deductioh plans. This will be another important dei^n-, 
5tration of increasing corporate social responsibility, and will help to.ansvv^r the gio\y- . \ 
ing criticisms tha^ the cun-ent arrangements are m^re, '.*tokeriism.*\Just as tokenij^m in 
the hiring of minority, and Women. employees i^ unacceptable in .terms of today's / 
vafues and di^criminatio'n-prohifcition laws, so also is tokenism in support of 
charitable and public imerest activities unacceptable. If major business orgafilzations 
take the lead, they may well be able to 'wo/k*out smooth transition procedures so 
that disUjrbing 'conflicts all oyer the country are avoided or at least reduced in 
intensity *and*duration. ' >. - 

AfTtong other virtues of the foregoing approach, an optimally efficient set of 
combined federated campaigns may result from the active p^ticipation of major 

' busi/iess sectbr coordination groups in the ^planning and testing pliase. A great cjeal 
of careful thought ne«ds to be given to how real fairness and coverage of all 
segments of the chSritable, nonprofit sector can be^jbjeved in^workpla'c^ solicita- , 
tion/payroll deduction programs. It is stili po^siBle, m.^^ipleAto bayq all of this 
ioflcitation take place orice a year only, but repres^ting'J^ niucn brpader range of 
JFederations* than is presently the^case.. We are not challenging the question of 

"efficiency in workplace, charitable solicitation, but rather the question of breadth of 
coverage^. After 60 year;s of track' record, it is clear that the United Wav'-aad^ United 
Fund approach is relatively kittle broader than the earlier Comnmnityl^heh 
aiiprpachj ^ ind that the whol6 United Way movement is a valuable vehicle. Tor ^ 
supporting a modest segment of American voluntarism anci nonprofit activity ..Ttiere . 

Js no confidence among .the rest - the great majority, bV the^ way ^ of tlje^'*\^' 
voluntary sector that the United Way approach can pver encompass the full range of 
public and.homan needs. ' , . ' - * * • » 
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Most of what we have said about the limitations of workplace solicitation and 
payroll deduction plans at American business firms also' holds true for similar 
programs at federal and'^other level government agencies. The Combined Federa 
Campaigns are usually somewhat broader in including a s:election of major naponal 
health agencies, but seldom do they include any of the other kinds of federated* 
campaigns we suggest above. Here the inequalities of opportunity and probable 
violations of non-discrimination laws are ?v§n more striking. United Ways and a few^ 
jiational health agdncies together monopolize access, by and large. Again, there 
needs to .be much greater broadening of acce'ss. ^ 

. . . 

Recommendation Six * . \ 

■ . ' 

In order to achiev.e greater equity and pursue more 'ctoseiy the public interest, 
Congress should pass legislation requiring that the Combined Federal Campaigns 
conducted in federal agencies or in other government agencies utilizing federal funds' 
'^provide equal access *to ^workplace charitable solicitation and payroll^ deduction . 
programs fQr a variety of federated charitable organizations, not Just the United 
Way (or its equivalent} and, national health agencies. Again, this legislative approach 
^^will reduce conflict over th.e issue by Jegitimafing a federal campaign fairness 
doctrine not now abserveti. Piecemeal change and numerous time and resource 
consuming lawsuits will perhaps be^ avoided in this manner. 

Recommendation Seven " 
* 

In view of' its historical role in seeking greater equity for working people, the 
laSor movement in the U.S. should also take the lead In encouraging fyir play for 
the full range of actual d^d potential charitable federations in this country to 
participate in workplace solicitation and payroll deduction. Many of the kinds of 
voluntary groups that presently We n^o access to this kind of fi/nd raising 
, (consumer groups, for example) are* precisely the groups that might most benefit 
* blue collar working peoj^le. ' ' ^ ^ , ' 

Even if ,air the foregoing were to become a reality overnight, however, there^ 
would stiU 'remaii^ -the problem 'of undue pressure on giving at the workplace. 
Instead of pressure to give only to the United Way, we might see pressure to give to 
the employer's favorite package of federated campaigns, or pressure to give to some- 
thing rather thar\ nothing, or ppessDre not to give to certain fed^ations 
(con^merlsm, environmentalism. citizen participation). Again the question is not so 
' much whether tfiere will be. pressure, but how much and what kind of pressure is 
^ exerted Ondtk pressure is that Which is backed up by any fqrm df economic 
.'Sajictrons. controlled by the employer (threat of job Ipss, change of |ob^ lack ot a 
■raise). Thii^is extremely, hard to monitor and prevent. However, someth^tg needs to 
be done to reduce if riot' completely eliminate abuses., • * 

Recommendation Eight *• ^ 

■ /a /Philanthropy Ombudsman Center should be established to Investigate and If 
verified as true, reprimand publicly, the perpetrators of any^ reported Instances of 
undue^ employer ■ pressure upon employees and executives to. make charitable 
contriButions or to makk them to particular charitable federations rather than to 
others. If such instances^ire repeated by the same employer, then the center should 
.bring charges againjt the employer % violation pf the.cml rights of pployees. 
this center might be ah independeiTt^dy or it might be pa/t ^f som^ existing or 
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contempfated nonprofit body*" dealing with related issues' soch' as foundation 
accountability and responsible fund raising* It should' not be controlled by or be a 
cF&ture of the business sector nor of the United Way. movement nor any oth^sr 
major federation, actual or potential; of nonprofit organizations representing a 
particular segment of the voluntary sector. Otl\erwise, clear conflicts,of int^st and 
probabfecqoptation will result>'and the problem will not be remedied.*^ • • 
/ ^^^^^^ "^^"V ^^^^ important aspects of the fund-raising p^rocess of United 
Watys m^t we cannot gaintp here for lack" of space or lack of adequate information. 
For ifktance, it is often alleged that the greater burden of giving to United Ways 
falls on working class factory workers and, lower level^ vfhite collai[> employees. 
Because of the manner in which funds ie^mainly raised, horwever, accurate informa- 
tion *%)n this^matter^is not available. Employers are relUctan^to provide statistics on 
• givifjg bv their employees according to income leyel. 

One final point to be made that has impoftant 'implications (which we shall 
discuss later) is that as in nearly all types of fund raising, a relatively small propor- 
tion of the total number of United Ways nationally raise a majority of the funds. 
. Roughly speaking, the top 50 campaigns nationally raise about half of the national 
^ total of about $1 billion,. dnd th^^ibp 4 campaigns together raise aboiit^f)ercent 
' or more of the national total.^^ This has major implications for \\6w the national 
United Way of America relates to, member camp^gn organizations. 

- • •. ■ : II • ■ ■ , ...... r ■ ■ - 

- ' . • GOVERNANCE 

'United Ways (or their equivalent) are incorporated as, nonprofit charitable organi- 
\zatjons in the states .whefre they ace Ideated. They are not dependent for their 
existence on |he national coordinating organization, thfr United V^y of Ameriea. 
Sorne Unlted.Way executives have expr.e^sed the fear, however, that current central- 
ization strategies being pursued' by the^national cob(^dinating body (hereinafter, 
^"UWA) are aimed at a long-run takeiover of M\ (or as many as p,ossi|ple). of the 
' autonomoias local United Ways, , possibly the name of "efficfency," "better 
coordination," or "a tighter ship." Most local United Way executives find thi^ idea 
far fetched, but bthers point to varjous-ppssible signs that may be indicators of this 
trend. What are some of these signs? : • I 

^ First let us sketch briefly what the UWA is like as an organization, The UWA^'is a 
nonprofit charitable organization supported principally by m'embershfp dues (set at. 
.5. pet'cent of the campaign total raised by a local United W^), together with 
< grants^ fe^' for services (such as, training course tuition, conference registration 
fe^), and so forth. Becayse of the very large amounts of'camp'aign funds raised by 
a small nunjb^r. of la^ge urban area^ United Ways> this dues structure (recently 
^ revised to remove an earlfen cetling .of $50,000 on ^ues from any single memb$r\ 
United Way)" means that the UWA tends to be most 'concerned with and most 
responsive to the largest 50 local organizations, 'and particularly to the larfeest 10 to 
20 United Ways. ^ ' . . ' 

The UWA was founded and has^'always been dedicated to serve local United Ways . 
and the United Way moveniertt Jor its earlier -incarnations),, nationally' and interna'- ^ 
ti9nally>. UWA provides numerous services to members, ihcluding various statistics - 
drj fund-raising prohabillties, methods, and results; conferences and meetings for 
both staf^ executives and , volunteers oi local United Ways; newsletters a nd othe r . 
jiublications; training- cburses through a National Acaden^y of Voluatarism; graphic 
*(ie$ign\and national mejiia campaigns; consultative^'services on various speciai 
'.problems; and a variety of 6thtr services. * 

no' 



*ut for a coordinating and service organization, the UWA has a very peculiar 
'relationship to its members and principal constituency. One might v^^ell expect^hat 
" the board of directors .of th€ UWA v^ould contain a" substantial represenution of its 
'members andVrincipaT cqnstituency. This v^ould^be a normal expecUtion since the 
UWA is supposedly there to serve its members and sjiould be, according to the usual 
theory of volunUry membership organizations, res^jgnsive to its members' nteds and 
concerns as expressed through participation in th? highest policy making body of 
the organizatiorr The board of directors is elected by the membership (essentially 
by board members of local United Ways) at'i National Congress of the UWA, but 
ahis election is no moie than a ^'rubber sUmp" for a single slate of board members 
prepared by a nominating committee, that is heavily influenced by the UWA top 

executives.^ ^ , • , ' 

Even in 197C>, there was very -little representation of 'the UWA membership on 
the national board - only 6 of the roughly 50 board members in 1970 v^ere 
United Way executives from around tha country/^ By 1974 there v^ere no local 
'United Way staff representativ^e^ on th^ national board. Instead of being 
represenUtiVe of its membership constituency and the local United Way executives 
<f(v^ho' are the principal recipients of UWA services and most knov^^ledgeable about 
and dedicated tt) local United Way activities, as,full-time professionals in the field), 
the UWA board fs mainly composed of executives, of national, major business firms, 
plus major labor leaders and a fev^ lav^iyers from prestigious, firms. This makes for a 
powerful ahd prestigious UWA ix)ard oT directors, but not for much input from the 
constituency of local United WaVs v^ho are principally supporting the UWA and 
who are supposed to be principally served. . ^ 

The UWA top executives and board members v^ill respond that the>resent kind 
of board composition is better for the Uni,^ Way movement, giving it niore clout 
natipnally and ^providing important linkagfs'^ the corporate an* labor leadership Ot 
\ ' the country who are so important to fund raiding (in view of the sources of United 
W^y funds in campaigns across \he conntry as already discussed). So the focUs is 
again placed on the"money>raising aspect of the United Way. as the overriding goal. 
Constituency representation and responsiveness to the membership" seem to be less 
important (apparently," totally unimportant) aspects of UWA governance philosophy 
than rtnancial clout. > ^ ' ■ L u 

Another result of this kind of governance i.s- that the top UWA staff become 
relatively free of knowfedgeable professional monitoring by the hoard. The busy 
corporate, labor, and legal firm executive^ on the board can exercise only the most 
general kiiids of monitoring functions with regard to UWA activities, and there are 
no knowledgeable local United Way professionals to provide any closer scrutiny or 
inputs from the membership. The present arrangement is tlius one that provides for 
a minimum of accountability of the national UWA executives to the iocal United 
Ways and their staff and volunteer leaders. Anpther, perhaps inflammatory, way to- 
describe the situation is to say that it is a perfect exaqnple of ''taxation without 
representation." Local United Ways pay most of the budget but are not officially 
represented on the major policy making body of th'e UWA. 

Advocates of the present system will argu|tthat there is ample opportunity for 
~ locaKUnited Way representatives; staff andl|)lunteers, to p^rticjpate 'in ^decision 
making through the network 6f committees, task forces, and the national meetings 
of leaders and of volunteers (biennially, on an alternating basis). There is also*tRe 
. opportunity to niake or seek inputs from the field via the several regibnal represent 
tatives of the UWA. However, this set of arrangements is not a substitute for 
adequate representatio*h on Ihe^ policy-making board, any more than the arrange- ^ 
. menls of the early American colonists for represeintation were adequ^ate prior to the^ 
Revolution. , u u 

Although there seems to be adequate representation of minority individuals both 
on the board and on th6 national UWAUaff, the recprd is much poorer with regard' 
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to Women. No rnore than.lO percent pf the board members in 1973 and 1974 wete 
women, and none of the top, national staff positions was filled by a woman. These 
tendencies are consistent with the discrimination against women in executive 
•positiohs in other philanthropic organizations (for example, foundations) as vs^el^as 
in lousiness and government agencies. It is also striking that over the past five^yrtfrs 
(and jarljer)-lhe officers of the UWA. board have been almost exclu^vely .white 
Males. . 



Recammendation One . ^ ^ 

As an organization using quasi-puBfic funds (because of tgx deduction aspects) 
and drawing funds from a significant proportion of the aduit popuiation of the 
nation, the Uftited Way of America shouid be encouraged to return to a npre 
democrqticaliy representative board composition' whereby substantiai numbers of 
local United Way staff\xecujtives and board chairpersons from all over the coUjntry 
and different sizes of tirban areas are included. The same recommendation should 
hold for any other national coordinating bodies ifor other types of federated 
campaigns, present or future. / - 

> < \ 

Recommendation Two • * I ■ 

The United^ Way of America, like other major national charitable and philan- 
thropic organizations, should, be encouraged to end discrimination (sex, race, 
ethnicity, age, religion, or other characteristics) wherever it may exist, ejther in 
national stdff fipsitions at all levels or in regard, to ^the officers and bpard of 
directors, task forces, and committees. A good deal. has already been done liV UWA 
jn .this' regard, but more remains to be done, especially'- with regard to sex 
discrimination and top leadership, national staff, and officers. Where results of this 
recommendation are unsatisfactory, minorrty, disadvantaged; and^ civil rights organs 
zations may have' to file class action suits or the equivalent. * , . 

There are other' levels of power and. control in the UWA system that also require 
attehtiori. For instance, in recent* years there sec^s , to have been a marked 
weakening of tKe entire staff executive infrastructure of the United Way movement 
nationally, corresponding to greater ;*centralization of power in the national 
executive staff.ias already noted TJiere are several possible indicators of this general 
weakening o^ the infrastrucjlire that have been mentioned by local executives. One 
e>{ample is the relative lack of effective Interchange and communijc^on at national 
conferences between local United Way staff or board members ahd national UWA 
staff. Another example is the apparent weakening of state associations of United 
^ Way executives. A third is the tea^^ncy for only those lojdal campaign executives 
from the top 20 cities to be ap^jnled^^UWA committees, task forces, and the 
like. A fourth is the alleged disg|Jminal)(bfl by UWA national staff (especially top 
leidership) against local United VrV executives who, disagree publicly — or disagree 
.at all - with" the national UWA lin^. Local Unitc/d Way executives in the very large 
urban ar-eas feel relativel>ff free to speak their minds in relation to UWA policies, 
since they ha^e fairly secure positions at the top of tRe pyr,amid and represent a 
gre^t deal of financial pbwer over the UWA^ in terms of their dugs.yHowevei^ in 
ijiedium-slzed lirbarr areas or smajler ones, local United Way executives either feel, 
completely ignored by the national ^WA staff, or at times they fear their careers 
will be, or 'have been harmed by the national UWA.- as a result pf speaking out» 
against^some policy or situation that they felt needed improvement. 

The'simpl^t. way of summarizlrtg all this i& to say there has been a general- 
trend (over the\past fiv^e years or so, especially) toward makirfj^ the United Way 

O nt mticn more hierarchical, centralized, and tighity controlled b'y the 
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national UWA staff than was the case eariier. Local and national staff executives of 
the Oni^e^i Way who believe in and practice a more participative style of manage- 
ment tend to be 'Iweeded out/' while those who can accept or prefer a more 
authoritarian and hierarchical style^of management tend to prosper and advance in ^ 
the system. Of cpurse, this tendency is likely to be hotly denied by the leaders bf 
/the system, and even those who did speak of it would only do 'so with strict 
/ guarantees of anonymity. Naturally, those who have suffered most from this kind of 
/ "selection out" process are no longer in the system, having sought other occupa- 
tions and contexts that can appreciate collaborative and par.ticipative management 
st|^s. ' . 

This kind of top-down, authoritarian managemen^tyle seems to have been set 

* and greatly .^couraged by the current chief executive officer of the UWA national 
staff, William Aranxiny.^ It is now reflected rather faithfully at the local level in 

• manv cities,* especially 'the larger and medium-sized ones. Both the national and 
local' United Way boards tend to approve this kind of "efficient" management style, 

■ Since boar'cJs at both levels are dominated by corporate executives and businessmen, 
' with some labor representation. This is a bit strange in itsetf,V'since the most 
up-to-date naanagement thinking in the business sector str^ses more parti^^ipative 
and collaborative managment styles, instead of the^tradftional authoritarian style. 

As part of the centralizatioti thrust of the Unjted Way movement, theJUWA has 
for several years been encouraging '"'regionalizati^n," whereby smaller United Way 
campaigns would merge with ^the larger ones in their vicinity. This is sought In the 
name of greater efficiency of both fund raising and ano^tion, since services often 
'^cut across a broad area. A comparison of the 1970 and 1^74:1975 UWA Directory 
**confifms that this is happening. An examination! of every tentfrpage in th)B 1970^ 
' Directory in comparison with the, corresponding listings In the later Directory 
showed that 30 (or an extrapolated 300) United funds listed as members in 1970 
were no longer members in 1974-1975. Some of this decrease may simply be 
membership turnover, but in many* case? United Funds have merged out of 
'existence. A similar tendency was*observed for^ Health and Welfare Councils or the 
♦ equivalent, where it is even more likely that the additional roughly 300 organiza- 
. tions in tJfe 1970 Directory missing from the^ 1974-ia75 Directory have^gope out of, 
> ^ existence. The functions of these councils Jn the area of social services ^policy 
planning have generally either been assumed in theory by the local United Way or 
elipinated^ntirely. % . 

Centralization in the najfrie of efficiency is certainly a laudable aim and practice 
in so con texts, but oni may well question whether it is a virtue in the United 
Way nAement. Levels of alienation ifi the American population are higher than 
^ ever berore recorded. 'The roots of this alienation are generally in feelings of 
^ powerlessrtess over the decisions th^t affect one's life, which in turn are«the result 
ofever-greatet striving for more efficiency an decentralization in our governments 
and other institutions. The counter-trend toward decentralizatfon in ^recent y ears has» 
yet to really catch hold. The United Way movement has been moving along quickly 
in the direction of greater Centralization, thus adding in the voluntary sector 
another bricl^ in the edifice of alienation and its roots, declining participation. 

The United Way movemeqt is happy to have as much participation as possible in 
fund raising, but when it comes to policy, decision making and the matters of access 
' and allocation, the -range of effective citizen participation ^con^es very narrow or 
ev^n rfone^istent, -as we shall see in more detail later. This desire for centralization 
has apparaently gone even beyond the kinds of trencts.already described within tt|e 
United Way movement itself. Now there are also increasing signs that the UWA 
would like to be perceived as anci be given the right to act as the *'coordihator" of 
the entire voluntary social welfare movement. One writer, in asking whether 
voluntarism was dead or alive, stated: '*Much that is happening is anxiety provoking, 
biit when there are signs that the United Fund movement believes that mpney 
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^raising and planning the prerogative of the UnitedJVay movement alone and 
• that other national 'organizations should be content to deliver services, one becomes 

even more anxious about the future of the voluntary social welfare movement as a 

whole."^^ . ^ - 

It Is our contention that the greatest strengths of the independent voluntary 
^ctpr 'are its pluralism and variety, its ability to experiment and innovate, and its 
"abilUy to give people at large a sense of effective participation in their society.^^ 
None of these traits preclude cooperation and efficiency, but preservation of the 
essence or voluntarism requires that pluralism and participation^or be sacrificed in 
order to pursue efficency as an end in itself. The most. distinctive aspect of tPte 
voluntary sector and its organizations is not so much what is accomplished dshow 
it is accomplished. 

The United Way movement in this country and elsewhere^fepresents a great and 
effective social service philanthropic mechanism. It is an important part of the 
voluntary sector, even though it represents only a tiny , part of that very large and 
vigordus'settor. As such, 'the United Way should not be moving farther and farther 
away from thd guiding principles of voluntarism. Some indicators of this kind of 
"deviation" have been suggested above. As a capstone of this critique, it may be 
noted that the UWA operates a National Academy of Voluntarism (note the 
presumption involved in the name itself) that is almost exclusively dedicated to 
training people how to raise more money sjid manage its allocation better, as if this 
were the essence of voluntarism, The on^y courses dealing with voluntarism have to 
-do with, the utilization of fund-raising volunteers in United Way campaigns. We 
would not argue that any of the courses offered are worthless, merely that the 
academy is misnamed for selfaggrandizirig reasons and that this is both very 
misleading about the true nature of voluntarism in this country and at the, same 
time symptomatic of the UWA problems we have been discussing. This leads us 
finally to nwke the following suggestion in the interest of restoring the United Way 
movement more to the practice of the principles of voluntarism. 



.Recommendation Three . 

The Unjted Way of America, as a major national social service phiianthfopfc 
organization* with a ieveraged impact on the whoie United Way movement, shouid 
be encouraged to reverse its current thrust toward xentraiizat ion and eiite, author- 
itarian fontroi in aii aspects of its functioning, Substituting Instead a thrust toward 
more decentraiized and participative ma/^gement and decision-making processes. 
Tbis change. . of thrust wifl need to be brought' raboirt ultimately by the board of,, 
director? of Hhe UWA, with' the support and encouragement gf local Uniteid Ways^ 
and other voluntary prganizatioris^ The change will entail a, shifting of the current 
power structure at^the national UWA staff hjeadquarters, and hence will doubtless be 
strongly resisted there, as well as by some (if not many) members of the board. 
Perhaps an alternative slate of candidates .for the, board will need to, be offered and 
elected at the next National Congress of the UWAl - ^ 

If there i> no. change, and the centralization jthrust cqptinues, theff It j_s likely 
th^t .the current plateau in United Way movement corttributions^ (in constant 
purchasing pow^r dollars) since 1969 will eventually became a long-term decline. 
Unlike the government, the United Way movement has notofflcial) coercive powers 
to force giving. As the people of this country come more and more to see that they 
can have relatively fittle influence over how the United B^y movement is run, even 
though it purports to represent everybody, and as peopfc come to have more and , 
more alternative federated campaigns to give to (as^sug^ested in earlier recommenda- 
tions in this paper), the piece of the philanthropic, pie )"epresented by the Unitecf 
Way IS likely to decline. % . , ^ ' ' 
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just as large industriesl^can go into long-term declines owing to cKanging values 
md circumstances, so too can major segments of the .voluntary sector go into 
long-term declines for similar kinds of reasons. Th^ United Way is getting increas- 
ingly out of step with the rest of the voluntary sector, our research suggests. Th^re 
are ever mbre $igns of this eVery day. Unless very basjc changes are made at' the 
highest policy and a.cfministrative levels, this deviation will, -in our .opinion, likely 
lead to decline.' *° - * 



flecommendation Four , * 

, ' , 

As 43 test of the seriousness of the problems tf^e United ^Way movement and 
particufQrIy the United Way of America seem to be facing, a mapr national study 
of the role and functioning of the United Way movement should be performed py 
r^ome highly respected and thoroughly neutral and independent research organization 
\/ith funds frOm independent private foundations not tied to a particular corpora- 
tioHy the United Way of America, or other national voluntary organizations. This 
study should have an advisory panel compost X)f numerous representatives of 
United Ways, UWA, and a cross section of other major organizations of the 
voluntary sector to provide appropriate linkages and perspectives^ The United Way 
movement representatives $hQuld obviously not represent more than a modest 
minority of the panel. In addition to looking at the United Way per se, the study 
should also examine the possibilities and actualities of alternative combined Jund 
raising campaigns, along the lines suggested earlier: Perhaps several demonstration 
projects could be included to test a variety of these options. In all, such a study 
could test the various conclustons recffched-by the present study and_qlher pilot 
studies, wbile also delving into the numerous questions and issCies that we have been 
unable to tackle because of inadequate resources. 

So far, our main attention has been given to tlie gbyernance of the UWA and its 
impact on local United Ways, producing an increasing centralization of power and 
decreasing citizen participation in meaningful decision making. Let us now continue 
to explore th<[t theme at the local level. . ' ^ ' 

The controlling philosophy of operation *m local United Ways, for both' board 
and staff, is to do whatever will raise the largest amount of money for the campaign 
next year. This means that what is goodsfor local business and Jr?dustry (corporate 
and , labor leaders) is taken as good foretjie local United Way.; Local United Way 
boards are almost invariably a mirror lYpage of the local community power 
structure, with emphasis on the profit-making^sector leaders.^^ 

The results of this controlling philosophy are far reaching but easy to predict. As 
io the business sector, so too on local United Way boards and staffs is ttjere a 
^tendency to discrijninate against wonrfen arid minority group members. Recent years 
have seen change^in the proportion of minority representation, so that in some 
cities (metropqiitart areas) there is from 10 percent to 30 percent minority represen- 
tation on 'the board of the local United Way. However, in other citieis fhere is likely 
to be only token representation (for example, 1 or 2 minority members on a boird 
of 40 toio people). The proportioiLof women on most boards is still very far from 
what it should be, usually of the order of 10 to 20 percent, even on those boards 
that have adequate minority representation. ^ 

But if there is a significant Representation of women and minority groups on 
United Way boards, this representation, however inadequate numerically, tends to 
end when one corfSiders the most Important positions in the governance structure. 
Women and minority individuals are extremely rire anrwng the committee ^chair- 
persons and among the officers of the board. This indicates that the sharing of 
pfower with- a true cross section of the community'ha^ yet to \^comt a reality, even 
"^ough some steps have been taken in this direction United Ways. » Similar 
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'conclusions are^ generally valid for United Way staffs - some representation of 
women and minority individuals/ but usually not in adequate numbers nor in the 
top positions* 

Another aspect of^ Lfnited Way board composition h the degree of socio- 
economic status representation, and the correlative matter of client or user represen- 
tation. As might be expected from the controlling philosophy, United Way boards 
very rarely have any lower-income or working-class and welfare poor representatives. 
There are almost always labor union re{)resentatives, but they are essentially whjte 
collar, upper-middje-income eJtfecutives, not blue collar workers themselves (though 
they* usually had been blue Collar workers in the past). This means that there is very 
little, if any, representation on United^ Way boards of the perspectives of the 
•lower-income user of man^*" of the kinds of> services provided by United Way 
agencies. There ^clearly are representatives of the users of more middle-class-ser>ing 
agencies like the scouting and youth recreational groups. 

In analytical terffis, we may describe the United Way board composition as more 
or less representative o'f the higher status segments of the local input constituency, 
whi<e failing to represent very well*, if at all, the lower-income* and disadvantaged 
segments^^of both the input and Output constituencies. The boards represent the 
givers, especially the mor^ important and wealthier givers, much better than they 
represent the ultimate receivers of United 'Way agency services.^'' This is what 
would be expected ip view of the paramount importance attached to the money- 
raising function of United Ways and the much lesser importance attached to the 
quality of services delive/ed in terms of real; community needs. Only if United Vyays 
consider th^ latter goal to be particularly important do they put client representa-, 
tives on the board in a conscious manner and in substantial nufVibers. So far as we 
know, this rarely happens. * * 

Recommendation Five' * , * ' S 

Local Ujiited Wa^ boards should be encouraged to become much more represen- 
tative ^of women, minority groups, all ages, lower-income people, and service 
consumers or clients than is now the case. This representativeiriess should be carrierd 
over into the U)p officer positions, into committee chairf^$onships, into budget 
bnd allocatibj^ policy committees, and into United ^ay^ staff composition and 
leadership apsitions^ The UWA should monitor the degree to whiph thjg^ various 
kinds of* refpres^ntatbn are being'achieved and give appropriate recognition to those 
local Uniied Ways that are able* to make the most progress. Organizations repre- 
■^enting women's rights, minority rights, the rights of the poor, and consumer's 
rights shfculd pay careful ay:ention to the extent of compliance of United Ways with 
non-dis(|hminatlon laWs ar)d codes' at dM levels, bringing suits whenever other means 
of influtncing change prove ineffective. The United Way operation represents. a 
public tlust that is purportedly serving the best interests of the whole population. 
Therefore,, the whole of the populatio^hould be represented. in its decision-making 
bodies and positions^ rather than just a wealthy, white, male elite. 

Another aspfect of United, Way boa<*d composition that merits attention is the 
matter of conflict of interest resulting from members of ^United- Way <7^/7cy boards^ 
sitting on United Way boards or committees. From Mr research we estimate that 
roughly half of the average Unitecj Way board m^^rs also sit on, or hav6 sat on, 
the boards of United Way agencies. TJ\'\s kincj of oVerlappmg board structure (when 
present in the business sector, 1% is referred to as "interlocking directorates") is a 
crucial' part of the problems that most United Ways face when it corns to changing 
access or allocation practices. Generally, the wealthier and nriore powerful people Inr 
the community, especially business^ector leaders, are sought as board members by 
United Way agencies, just as they are also sought to serve as United Way board 
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members. Concentration of board power in such individuals for most trilSitional 
service,.institutions 1n the Icical community almojt guarantees that thdre will be very 
substantial interlocklng^directorates between agencies and the United Way itself. 

' The history of the United Way movement also indicates why this kind of "pow^r 
interlock/' as some term it,' tends to occur with great regularity. If the beginning, 
Coi^nriunity Chests- were practically viewed as "property'* of local social agencies, in 
'jnany cities, the actual owners of the local. United Way were representatives of local 
social agertcies, as far as the technical aspects of tlie corporation are coriceched^ And 
whether or not this legal Qwnership obtained. United Ways, for most of their history 
(in earlier incarnations^ by various names) have been strongly influenced by tl^ 
more powerful locaL'and national health, welfare,.and recreational agencies. 

Only in farily recent years has the movement undergone various kinds of reorgan- 
ization, tfoth locally and nationally, that have led to less direct and overt x:ontrol by 
locaPservice' agencies. But if direct controi is now downplayed or elimincited in most 
United Ways, indirect Control by loc^l agencies Is still the rule. This becomes cidar 
whenever a local United Way tries to jT^ake major changes in. the set* of agencies 
receiving funds, in fund allocation patterns, or' in the way that the organizatton 
operates. We were told of several instances wl^ere the>agencies in a locality exercised 
such power successfully even in the fe>a^ United Ways we were able to investigate irf 
the field for this paper. * ' * - ^ ✓ ■ 

Jn short, both historical considerations of/^turf as well as the natural co;nmun; 
i'ty power overlap processes combine to produce interlocking .directorates of th^ 
United NVay board and United Way agencies/ Most of the more powerful agencies 
'make ^ point of keephjjg one or two of "their" .people on the United Way'board 
apd important committees. This cah be done by working through existing board 
members, througb United Way staff, or through other powerful contacts in the 
community. If done properly, this kind of carefuljnurturance of United Way bpard 
liaison is hard to resist, even if anyone in the system wanted to (whix^h is usually 
not the case). * . I 

It is our colfclusion that this kind of interlocking directorate situation constitutes 
21 clear, conflict of interest for United Way board members and members of 
committees that are charged with making access and allocation decisions. There is a 
^ conflict of interest because individuals are being ask^ to make decisions as part of 
the United Way governance system that have a direct bearing oh the financial well- 
being of agencies that they represent in other contexts. This is roughly equivalent to 
a foundation board member sitting in judgment of whether or not his/her 
organization will get a grantVln our interviews in.various cities, neither United Way 
staff nor board nor committee membei's seamed particularly concerned with the 
implicatiofis of this kind' of conflict of interest.' Some pe.ople said it jwas no 
problem, while others stated that whenever such a conflict occurred in a specific 
allocation decision discussion, the •person involved wouLd excuse himself or hefs^lf 
. from the discussion or "the vot^ei - ^ 

There are several kinds of solutions that may help to make thiv^situatioh more 
fair to all social service agencies and organizations in tfie local community. One part 
of the solution is bfoader representativeness of the United Way board and commit- 
tees, so'that they do not 'merely represent a small local ^lite wl<o are also repre- 
sented on various agency boards. Broaderied community representativeness of the 
boards of all the agencies would also help. In addition, the Utjrfted^ays could set 
' up and enforce guidelines regarding conflicts 'of interest/for board members, 
'cornmi,tte6 members,*(3fficers, and so forth. ^^^---.^^ 

Recommendation Six . ' 

Locaf United Ways should be encouraged to r^duc^ anci If possible eliminate 
0 nflicts of Interest between agency bpard and committer memberi and United Way 
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board and commHtee member roles. This can be dpne either by requiring United 
Way decision nnakers at all levels to *4livest themselves" of all other voluRtary 
organization leadership positions (equivalent to the stock disvestiture requirements 
of high government officials), pledging not to use, their influence on behalf of any 
past or intended future organizational affiliations; or it can be done by requiring 
complete dfsclosure of all past4|nd present or intended future leadership positions 
and memberships in vojuntary^rganizations and social agencies/ coupled with 
(^specific r.equirements that individuals disqualify themselves from participation in any 
deliberations or votes regarding agencies with which they have been or are affiliated. 
The latter approach is perhaps a good short term goal, while the former approach 
*sho(jld, in our^pinit^n, be the long-term goal. ^ ^ 

Where local United Ways • are^-eluctant* to deal with this'<;onflict-of-interest 
fitoyiem, since it will generally be resisted by local agencies who have the most 
power and receive the greatest United Way allocations, public i/iterest legal groups 
or the proposed Philanthropy Ombudsman Center may bQ called in to file suit 
alleging impropriety under the ''no self-dealing^' clause that is fhcluded in nearly all 
nopprofit organization corporate* charters. We are not aware of any suits filed 
successfully on these grounds, so far, but it is well within the 'spirit of the law, and 
probably also within the letter of the law, to prohibit the kind of overlapping board 
and committee niemberships we have describfed. The.crux of the issue is that United 
Way board and committe mtmbers and leaders participate itjj financial aNocatipn 
decisions * that can' and do affect other charitaBle organizations that they as 
, inflividyals represent or have a fiduciary and trustee relationship to. — ^ ' 
The foregoing, represents some problems of undue influence of local agencies over 
United Ways, but the re¥erse problem can/*l^ occur. United Way agencies often 
complain abaut the influence of United Way^ over their own internal agency affairs. 
"Whp pays the piper calls the tune,*' and the United Way is paying the piper. The 
question; in part, :is*bow much is the United Way paying. In this, there has been 
great* change within the United Way^ agencies over the past decade or so. for 
instance, in one Jarge metropolitan United Way that we studied, we we^e able to 
colnpute the^ proportion of United Way funds to total agency funds 'for most/ 
agencies for 1966, 1970, and 1975. We found that there was'a marked and steady 
decline in the proportion pf United Way funds, from a high of almost 80 perpent 
United Way funding inr 1966 to about 30 percent currently (using the total dollar 
budgets summed across all agencies, rather than* computing proportions agency by 
agency and then <iveraging). Hence, in dollar terms. United Ways ^eem to be loSing^ 
much of their power over their agencies. ^ 

, However, the situation, is .not so simple as*' this might make it seem. Jhe large 
increases in other kinds of funds are largely due to government funding programs of 
various^ kinds. But many government programs require matching funds,^ so that 
United )Vay funds can become a crucial leverage' in .getting government grants and 
contracts. Also,^tUe United Wciy funds-are .often the* most /lexible,(and heocemost 
sought after bV agencies. As ^ result, even* though the absolute amount of dollar 
dq)endence upon Ljnited Ways, h^ been declining proportionate ^o other fupds in . 
agency budgets, there is still a very substantial amount of dependence present 
Agencies that have ieen part of the Unite^l Way for several years qr more have 
usually iQSt rrtost of^ir locaFfund raising skills and contacts, so that replacccnent 
of United Way funds witlr -separate fund; 'raising would be difficult, if not' 
icnpossible. ^ • " 

The result of lall this is that JJnit^ W.av allocation committees and othe^^repre- „ 
^tatives'of the .organization have a great deat of power over local agencies. This 
pNOwer is usually exercised Ivith" due^caufion and rather judiciously^ but there are 
tinies when it is .also exercised"^fn a high-handed-way, according to agency represen- 
tatives, Agencies .have been forced tolherge to receive funding, though ^thlTH" 
usually done in the name pf reduced duplication of services. Program scr^ice^eas of 
tcnd'to expand andj;ontract in accord with strong^uggesl^Hi from United 
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Way allocations committees. United Ways are responsible for imposing program 
budeetmg and sUicter financial accounting practices' on their .agencies. There have 
been a number of cases where United Ways have been instrumental in getting their , 
-agencies to brpaden -their clientele in -^ys that reduce previous discriminatory 
practices. , " ' t i,- j * 

All in all there- is no eaV conclusion to be drawn. Many ot, the ktnas or 
influence that. United Ways wield over their agencies seem to be in the public 
interest, eyen though the agencie^s themselves (if asked privately) tend to resent the 
interference. We could find only a very few instances in our research wljere United 
Way influences upon an' agency might be construed as specifically detrimental, 
looked at from a public interest standpoint For instance, there is a bias against 
small agencies in many bf the larger United Ways, so that small agencies serving 

■ people in a particular area may be forced%) merge with a larger agency, which then 
' stops serving adequately the area previously served by the smaller agency. 

Becaa?e the United Ways have substantial power over the agencies, it is only 
natucal that the agencies ^hould try to balance that power wmewhat by placing 
■ agency "friends" on the United Way board or committees. TTTinited Way uses 
undue influence or seriously undermines the -autonomy of ap agency^ then ||iere 
should be some means of.«dress for agencies. Again, th.e proposed PhilaottTropy 
Ombudsman Center might investigate sucli cases and take sfeps to arbitrate the 
conflict when local grievance, procedures, whatever they may consist of, have been 
exhausted. . > t ^ ' I 

Recommendation Seven . 

7 A- Philanthropy' Ombudsman Center should be formed that can examine and 
arbitrate grievance situations occurring between lotal United Ways and their 
agencies, whenever^u^h situation cannot be easily resolved through local procedures 
Such a substitute procedure is -especially necessary if as, and when local mter- 

■ locking directerates between agency boards and United Ways boards and committees 
are reduced or- eliminated. The assumption here is that this kind of ex ernal 
grievance procedure will be most necessary in dealing wjth problems of u^due 
influence of United Ways over their agencies, rather than in matters, of access and 
allocation per se, thougl> the latter situations could also call for this same kind.ot 
external grievance procedure. 

The final area of governance that we will deal with here is that of the relation- 
ships "between United Way paid executive staff and volunteer toard-and comhiittee 
' members and leaders. The present situation shows a wide v/iation ^n how niuch 
' power is actually wieJded by the staff versus the volunteer board and commi tees 
in some United Ways, the board knd committees are little more than rubber 
stamps" for staff decisions, while in others the citizen boards and -committees play a 
*major-^role'.'in decision making. Hovyever, even in theJaJter case the executive staff 
plays a very substantial role in nearly all decisions«^of any importance_ This ^is 
dh/racteristic of all voluntary organizatfons, so it should not be.surpr^. TIfe paid 
executive stkff are full-time professionals spending many more.hoCrs per day or 
week on UnitedvAVay matters than the volunteers. It follows, that tifey will generally 
be bett,er informed and hence influential on most kinds of decisions. ^ , . , 
. Still the variation in citizen board and committee power is important. Relatively 
. high -levels of citizen participation in United Way decision making are in our 
' opinion desirabl4, and this is consistent with United Way.voluntarisrti. Such citizen 
\ participation often degenerates into a farce, however, if very few changes in agency 
\ access or allocation, percentages are made from year to year, as we ^hal I ■see shortly^ 
\ At the other extreme. United Way staff in som» cities have complained that they 
y*were so busy staffing committee nrKetings -and the tik^that they had no time to 
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do their work/* We rpight well argue that their best work /i facilitating citizen 
participation in the decision-making piecesses and operations of United*Ways, once* 
a very small amount' of general ^housekeeping chores are out of the way. Finding the 
optirmj^alance is real challenge fgr the staff ofany Voluntary organization, yet the 
search is a crucial one. / * 



Recommendation Eight ♦ * " * • 

Local United Way staffs should *b€ encouraged to foster and facilitate the 
maximum of meaningful citizen participation in United Way decision making that is 
consistent with the effective operation of the organization. When in doubt, the staff 
should err on the side of encouraging morel rather than less^ citizen volunteer^ 
participation, since this is so crucial to the continued- success of the United Way 
movement, and thus act as a counter to the strong centralization, and ''efficiency- 
max/mizat/on" tendencies present in the movement as a result of national United 
Way policies. Insofar as the stsff fail to fellow this recojnmendation, it is the 
responsibility of xhe board to replace oV educate the staff so that more citizen 
participation in decision making can result United Way funds come from a broad 
segment of the public an^J should be allocated in a broadly participative manner, 
not by the indmdtjaJt<fecisions of one or a few professional staff who claim to • 
Know what is best for the whole community. For staff to. influence and facilitate 
decision making is one thing; to dominate jt is quite another.. 



ACCESS JO UNltED WAYrFUNDS 



' ' ': ' . , 

The situation with regard to access is a very simple 'and straightforward ooe. In 
most United Ways there is only a very slow turno^r of agencies, so that access is 
strictly flnnUed. What turnover does take place tends tabe in agencies receiving only 
a ^mail percentage of the total allocation. But before goingMnto thfs question in 
more detail, let us first sketch the broad picture. 

The-United Way movement is and^ways has been (even in previous incarnations 
bf name and organization^ a part of me Voluntary social welfare segment of the 
entire voluntary sector. Most ^nited Way charters specify that the aims are 
charitable work in the areas of social welfare, health, and recreation (sometimes 
called^ youth progranis or character development). The 1973-74 Directory of UWA 
indicates that the orincipal agency funding of United Ways across the country goes^ 
lo family and children's services, the American .R«d Cross, hospitals and clinics, 
other health services, recreation services, and community welfare planning, with^ 
only 4.4 percent going to other servides.^s J 

Detailed statrstics published^by the UWA (1974) for the years 1973 lid 19.74 
show that about $400 million nationally was giveivin 1974 to the following 13 
charitable organizations (or types of organizations^ Boy Scouts^ Boys Clubsy non- 
denominational Family Services, Girl Scou6, Home Health Agency, Hospitars, Red 
Cross, Salivation Army, .settlement houses and neighborhood centers. Urban Leagues, 
United Service Organizations, YMCA, and YWCA. Another 22 types of organiza- 
tions account for an additional $125 million or so.' Collectively, tfiis comprises the • 
majority of United Way funding around the country. Thus, in most individual 
Vnited Ways, a similar package of agencies will account for the bulk of the funding. 

These kinds of agencies that are customarily supported by United Ways share 
several outstanding characteristics. They all are social welfare, health, or recreation- 
^i/wnnth serving organizations! They are all quite well established and well known 
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rwlionally and locally, either as ^ specific organization (R^d Cross, for example) or / 
as a type o.f organization (hospitals). They are either ver,y large is voluntary organ! ^ 
zations. or autonomous units of a large movement or national service delivery 
pattern. They '^re almost always noncontrdversial. Thpy are not activejy workmg'for 
social change, except as- it may relate to minor legislative changes that would . 
facilitate their serving existing clients better. Insofar as they provide services to 
clients with problems or special needs, they do not emphasize a self-help or 
institution-building approach, but wtner exemplify an ''other-helping" approach. 
They l^ve been receiving United Way support for a long time, so that a tradition of 
United Way giving is" well established. They have been willing to relinquish all public 
fund raising campaigns of their own in order to participate ip the United Way 
campaigns in various localities (with the exception of being able to solicit member- 
ship dues,v fees for services, and similar income froin well-defined populations^^ 
associated 'somehow with their^agency or organization)* Collectively, they provide 
services pbtentially to 'nearly everyone in the population, either directly or 
indirectly (through ^ child ^r other relative). They afre all tax-exempt nonprofit 
grou ps. ^ 

'The kinds of agencies supported by the United vy^yrtTCUnd the country can also 
he characterized terms of what is left out. The United Way publicity leads the 
public to believe that one gift covers th^ whole range of worthwhile charitable 
organizations of the voluntary sector. This is /aJse advertising. United Ways tend to 
support a wide range 'of worthwhile charitable agencies with the. .characteristics 
noted in^e preceding paragraph. United Ways very rarely si/pport, and give 
minisculOroportions of their thoney to. most kinds of voluntary and nonprofit 
' organizations, as represented by the hypothetical (and* sometimes actual) combined 
federations suggested earlier in this paper. Thus, United Ways\arely and poorly 
support consumer and client advocacy org^ni'zatidns^j^^nomic justice and social 
justice/civil rights groups (Urban Leagues arid' Urban Coalitions being the principal 
^exceptions), m)nprofit cable TV and public broadcasting npnprofit organizations, 
organizations working for world peace, organizations concerned with international ^ 
friendship understanding or even internatbnal development, arti^ic-estheti^- " 
. cultural organizations, leisure and recreational organizations oth^r than ^e various 
youth groups<<^nd the Y's, citizen participation and people power or^gmzation^, ^ 
indigenoifs self-help groups, ecology -and cnviro^imental groups, sociakhafJge^seekmg 
groups,.and groups of any kind that are small, volunteer based, or new. United ways 
also rarely anci poorly support private secohdary and higher education of any kind, ' ^ 
or TOSt kinds of science and inquiry (the principal exceptions being medical 
research and modest and declining support for social policy planning research done , 
by social wislfare planning councils or the^r equivalertt). 

In order to improve truth-in-advertising with regard to United Way charitable 
activities, we make the following recommendation. , 

* * * 

^Recommendation One . * 

^ United Ways and Jhe United Way of America should be encouraged to cease 
~ ' making false.'and misleading claims about thetr coverage of philanthropic^ and 
\~- charitable causes 1h the public media and printed advertising that they distribute. 
\ They should make' clear the type of charitable servites and agencies they support 
\ without implying that these are necessarily Representative of all or the most worthy 
\ ' charitable organizations, for indeed Urffted Way agencies are neither. The consulta- 
\ mn of the Federal trade Commission and public interest legal organizations should 
\ be sought to help- to define what is fai; adveqtising practice, in the light of the 
\ actual agency-support track record of the United Way movement. If the advertising 
'V \ continues to be misleading, appropriate legal action should be started on behalf of 
^ other federated charitable organizations dr classes of organizations and their 
gp^^members. ' • 4v]3 ' ' ' 

1- 
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Having sketched the big picture/ we now turn to theidetaifs of how organizations 
enter- or Jeave the set of United Way .agencies in. a particular urban area or city. 
When an 'agency or organization desires to bepome part of the United. Way agency 
set, its first step is to contact .the locaf United Way board of staff. Relatively few 
organizatipns even bother to to be considered in this way, so that a great deal 
of self-selection better., self^limfii^tion) tends to take place within* the local 
voluntary sector. Most organizations ap|w^tly realize they have -Hftle chance of 
being a United W^y agency and hence do not apply, much in the, same way that 
few people in th^' population apply foo'.membecship tS'any reatly excfusivb club. 

Of those org^^tions that do ap^jy for entry, many ^re informally discouraged 
from pursuit of tjle^'application when the criteria of acceptance are explained to 
them. To get J)y tijis initial informal screening/ ^iisually performed by the United 
Way staff, an organization has. to have all oc moU of the characjejistics mentioned 
earlier in the^ descriptions of existing agencies. Roughly, speaking', the agertcyor 
group has to .be concerned with welfare, health, or recreational/youth development 
matters and must be noncontroversial (that is, not an advoca(^ or issue-oriented 
woup; non-mili^»t)^ Beyond this, the applicant organization must of course be 
notfpcofitEMtf^ already reasonably we|l Established, with a positive local reputa- 
Ntion. - • ^ , . * 

\ Agencies or groups, that meet these ,br^ftt,criteria are, usuafly, asked to submit 
adpitional infornia}ien-dbQut themselves, with particular emphasis on their structural 
ctfcracteristics af^^ op^^cateL^ey^are asked, among. other things, about 

^nbmvthey serve, what services they provide/ what evidence they have of the need 
*for their service, what kind of^staff they have, whether and how they do program 
budgeting, wiiat kind of accounting system^they^JlSW,_ wii^tber they follow a 
nondiscrimination policy and an affirmative action policy, whether they have an 
active citizen board of directors. 

*When all is said and done, however, the principal selection crrt^ril at this 
preliminary stage seem Ito belrhher technical ones; have they been around for at 
least a^ few v^eai:^^and__dpman5trated their worth and_ability to survive, and do they 
run their organization^efffciently frojn^e viewpoint of the United Way. New 
organizations and sloppily run organizations, no matter how much they may *be 
needed or how good a job they do, have little chance. 

Jf ^ appHcapt organization m^es it through the preliminary screening, then 
"Ihrtr case is usually .turned ovecrto som^' committee pr other sub^nit ^ the United 
Way for nwre detailed consideration. Kn some cities, the case is examined jn depth- 
^ the local social, planning council or its equivalent. In other cities, these cases are 
reviewed by existing allocations committecsrin any event; some sub-iinit will try to 
take an indeplh look at the organization, including at least one site Visit and careful 
review of the answers submittal to (Juestions'such as those noted earlier. Represen- 
tative's of the- applicant organization must fully- understand and accept the limita- 
tions impend cm any United Way agency (especially /in regafd_to„fU.nd:raising and_ 
budgeting/accounting procedures) If the candidacy is to proceed further. 

When agencies seeking ^ntry have gotten this 'far, there is trepiendouspiressure 
placed on the review committee to reiect the application unless a really strong case 
can be made for why _this particular organization is "rteecled" right no^^-The 
existing agencies and their "friends" on the United Way board or committees wbuld 
'prefer to^see, no neW agencies admitted, ever. This is not exactly a pu^llc-spirited 
pjjrspectivc, but jathtfr understandable from the standpoint of self-preservation and 
the ''organizational imperative," 'To ov,«*come such' pressures,^ the ^sub-unit 
considering the applicant must be able to ^persuade the rest of the United Way 
system that adding a particular, establisheid. Well thought^f agency (of a noncfentro^ 
versfal sort doing the right kind of thin^ and good at accounting/budgetiflg/efflcient 
. management practices \^hile accepting ^e limitations on ai<tonomy that United Way 
agency membership entails) will enhance the overall image of tlie United Way 
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agency package by covering some geographical area or category, of clients not 
previously covered adequately (for example, Blacks, earlier in the 1960s, Chicanos 

^ or Spanish-speaking Ani^icans or the aged, in the 1970s. Sonri^times, the various 
areas of inadequate coverage 'are forcibly brought to the atj^tiin of the local 
United ' Way. ^by public attacks or ^ more informal complaints. Sometimes, the 
inadequacy.^ i\brought to light or documented by the l9cal United Way-supported 

^ ^'social welfare {ilar/ning agency or by members of the board of directors. 

I Therr tS'iTO4fi^^i^yalr^ation m the percentage of new groups/agencies admitted per 

'•\ '^>'^y<?^'' period'tofdcal United Ways, but the, general rate is a low one in any 

* v^\yer?!. Iry^^he small-towniUnited Way that we studied, there were about 15 percent . 
n6^ageh6ies added and a similar number dropped over a five-year period, but the , 
agencies i\j^olved represented, in dollar terms, only a small percent of 'the total^ 
budget. In^he medium-sized metropolitan areas that we stUcfied, the picture wa^. 
similar, but. an even smaller percentage (about 5 percei^t) of n% organizations wa$ 
adde^, \tt one of these cities. In a .large metropolitan area United Way th'a^t we 
studilBd ir\tensively, about 15 percent new agencies were added but over one fourth 
wQr^f dfepped. Again, Jhe results were striking. in that over two different five->^ear 
periods that were .studied from local United Way Handbooks (which' give^ allocatfons ^ 
for a given-jy^eaf-as well ,as tdtal agency budget data) we found that at the j^;pf 
the five-year period the nbw agencies had orjly been allocated ab9ut 5 per^t pf, 
' the total agency budget, Thus^^over the 10-year period, there w^s'^i sh[ft^af om^ /lO, ' 
percent of the many millionyof United Way dollars to new agencies. Put another 
way ,^ the average shift of United. Way money to new agencies V^ther thin shlf^g 
allocations to existing agencies) over the 10-year period was only 1 perceni pTer 
•yea/-? Not exactly *a rapid rate. > ^ " ' 

There are many reasons why agencies are dropped from United Way .support. 
Perhaps the most troubling reason w^ found evidence of was the tendency^Jpr' 
conservattve local businessmen to bring pressure against consumer-orienred groups 
(such as a counseling service) or for conservative labor leaders to bring pressure ' 
against programs serving needy Blacks. As noted earlier, the United Way, does nbt 
support controversial, agencies. If any United Way agency creates a controversy (for 
example, when the national YMCA took a stand on gun control), pressures are 
quicVy brought to bear Within the system to eliminate the controversy (which 
usually means that the agency involved either capitulates or it is dropped;, we ^oj^t\d 
very few insUnces of stands "on conscience^* being t^ken by United Ways in the 
• face of concerted opposition). ^ 
There are many other more common reasons for dropping an agency, however, 
even though the pr.ocew^&f-df<fpping agencies is usually about as rare as adding 
them. Conr\munity health and welfare planning o6ut\c\\s have be^n systematici^liy 
dropped over the past several years, for reasop?already noted, as part of a general 
attempt by United Ways to cons6lidate/or eliminate . social polioy planning' 
functions. "Small, poorly*' staffed local/planning agencies' in every town are 

f ' inefficient^/* <» / • 

i ^.ll^.J!erJiaps the most common general /reason for dropping an agency is that it is 
'"^ettmg so little money anyway thay it makes no sense to^ bothe^ with it. This 
sometimes tomes about gradually ovot time as an agency relies more and^more on 
other sources 'bf income {governmen/ contracts, fees for services, and so forth) or as 
the agenby declines in relevance to the community it once served well. Into .this 
category fall many national health and welfare organizations that have been dropped 
in recent years because they have rio local unit within||he area served by the United 
Way. T)iis tendency indicates a pulling back from the earlier espoused goal of 
serving the whole of health and welfare voluntarism through the 'United Way (or 
United Fund) as an advance ovpr the earlier Community Chests which gave little to 
the nationaf health agencies. Now manyNjnited Ways are turning inward to support- 
only those agencies with significant local %Dresences." Of course, when United Way ' 
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territories Qhang^, agencies that t'hen f^lh outride the area of coverage will usually be 
dropped o . . ' . . 

Sorrie other 'trends that we believe can be perceived from our data include*a 
shifting of emphasis, from services in the suburbs toward ^.more services for the needy 
and minorities in centrihurban areas, a tendency for smaller agencies to be merged 
with larger^ onef, and a tendency fbr more religious-sponsored agencies to be. 
dropped from direct sponsorship (although they may be picked up by the religk>MS 
cbaritabte federations such as Com|3ined Jewish^ Philanthropies, Associated Catholic 
<3harities). \ 



Recommendation Two 

Local United Ways should be encouraged to publicize more widely their openness 
to considerhtion of suitable new agencies^ to place less emphasis on technical , 
efficiency ctneria arjfj^ organizational solidity so^ that useful new, and weak voluntary 
organ izapbns^ md ugttK ies can be nurtured to grow stronger and more effective; and 
tq overcome (he pressure from vested interests so that more new agencies and ^ 
groups sjerving the ^o(r^ ^,blic interest and desperately needing^ func(ing can gain 
access to Jjh^^JUtrfIt^\yay arwko that a greater proportion of United Way funds can ^ • 
be allpcpted tp thes^heW agencies. ^ * \ .s^v-^-^^i-AlVv 

Accfimplishing ^ foregping ^mj^^rh^o easy task. It will come a^ut only to the 
degre^ that p^ijIeJn^nfTmur^^ all over the country come to see that the public ' 
jntecest 1^1 *^4e^:;;6etfer servi^ by the .suggested changes than by the existing 
* nation. On^ ^lis is perceived clearly^, it can be backed up with the appropriate 
of local "polkical muscle." Perhaps local or state candidates for, public office 
rufiqjng on>a reform^ojatform can bring influence to bear informally if 'they are ^ 
electfedv,,P^haps discnmi^tion suits can be brought by agencies $hut but of. the 
process. 

For the ?g|ncy or organization on .the outside of the United Way and desiring to 
be on the^T|?ide, there are three strategies suggested by Stanley Wenocur, based on 
his carefui'^udy of poHtical -aspects of^United Ways: (1) "A new respurce-ieeking 
agency may try to foster the growth of alternative fund-raising and fund-allocating 
organizations that will challenge the United Way's monopolistic position," (2) "A 
new agency may strive to increase the United Way's motivation for becoming 
interested in it.\For example, the new Organization may gain prestige and become 
more desirable b\ altractjhg .fatorable/public attention." (3) "A new agency may 
stnve to restrict tnBsCon federation's means of attaining its goals without it. The 
agency may do this, roTTxztm pie, through forming coalitions, corftrolling informa- 
tion, making legal an^ constitutional challenges, or Introdtfclng coercive tactics."^' 



Recommendation Three 

Local- agencies or Organizations Ziejsiring to become^part of a United Way agency- 
set in their locality should push fori entry using qlj/avpilable means, providing the 
basic goals of the group are broadly consisterjf ^witn the types of organizations 
supported by United Ways. If an agency or orgariizutlpn Is very different from the 
usual United Way agency, a better] strategy wouf((jbe^ to seek ent^y into or the 
formation of an alternative combined charitable orgunlzation federation, along the 
lines of those suggested in earlier pa\ts of this paper. \ 
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IV 

' ALLOC AtlON, ACCOUNTABILilY, AND PLANNING 
, Allocation of United Way Funds . 



It is very simple to describe the results of the usual United Way allocation 
process, although there is a good deal of variation in the process by which these 
results are achieved. However allocatiqn is performed, the result is essentially to 
allocate for the subsequent year .about ,as much of the total United Way agency 
money as was allocated proportionately the ijrevious year. There is a good deal of 
liggering or tinkering within this framework/ and occasionally there a^e a few major 
exceptions, but by and large this describes the situation both nationally and locally. 

' To tlocument the allocation result^^ we took the 1973 and 1974 allocations by 
city and by metropolitan areas for selected agencies that were' published by the 
UWA (1974). For about 40 major agencies to which United Way giving is common 
around the country we computed the net change in the percentage of total national 
United 'Way allocations given to each agency or ageocy type. Thus, for the Boy 
Scouts there was about 5.5 percent of the total allocated nationally in 1973 and 
about 5.4 percent in 1974, a net change of 0.1 percent. When all of these net 
changes are averaged for the 40 or so major donees of United Ways, the average 
change from year to' year is about 0.2 percent. Only two changes were greater than 
0.3 percent in either direction (up or down): \he local Catholic Cnarities Federation 
got about 2.7 percent more, in 1974 and the local Jev^ish Charitable Federation got 
about 1.5 percent more in 1974. Hgnce, there was, on the average, only miniscule 
change in United Way allocations of over $500 million to these'major charitable 
agencies. 

We examined the same issue in one of the large metropolitan area United Ways 
that we studied. Here we were able to .obtain data from local United , Way Hand- 
books for the period 1966 through 1975.' From 1966 to 1970, the average change 
in percentage of total United Way agency allocations to the 72 agencies present at 
both dates was 0.35 percent and the 12 new agencies present by 1970 were 
receiving a bit more than 5 peucent of the total. For the 1970 to 1975 period, the 
average change in. percentage allocations to agerfcies was only 0.2 percent and the 
12 new agencies in this period ggj a bit Ifess than 5 percent of the tot^l allocations. 
Over the whole nine-year period, the average change in percentage of United Way 
allocations was 0.56 percent for the 72 agencies that we could^follow ov^r the entire 
period. The total 24 new agencies were being allocated a bit less than 11 percent of 
the total sof agency allocations. Most of the money allocated to new agencies came, 
figuratively speaking, from the percentage of "the total pie" freed up by various 
groups drbpped from the United Way. 

A similar examination for the five-year interval between 1970 and 1975 in a 
small-town United ^Way revealed similar results: the average change in the percentage 
allocation is about 1 percent antMnost of the money for new ^encies can be 
viewed as coming from money, freedTSp by fornr\er agencie^th'at were dropped. 

The allocation figures appear to involve more year-to-year or five-yearnnterval 
change if one looks at the dollar amounts. Yet the key issue is proportionate 
allocation of the total pie, not the minor dollar amount changes. And the 
proportionate allocations of the^ total pie, especially for the larger donees, change 
very little indeed. 

This clear-cut result has rather disheartening implications. As one United Way 
critic put it: *Thus the supposedly^difficult and delicate process of distributing 
Community Cttest contributions becomes little more than a charade designed to lull 
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ttje liy decision maker into the belief that he is, in fact, reaching monumental 
decisidns/*^^ A more charitable interpretation would be that the' United Way is 
effectively a mechanism for supporting a fairly unchapging set of charitable agencies 
with an '&SentiQlly ^stable allocatiori pattern, CocS allocation committees tmker 
within very small ranges for each agency and occasionally Wke fairly major 
percentage changes in agency^allocations. • ' . 

'Given the results of the process^ the details of hoiw the status quo is maintained 
from year to year are scarcely necessary here. Suffice it to say that allocation 
committee^ spend"^ a good deal of time, looking at proposed budgets for the 
subsequent year, discussing ^the relative merits of different agencies and their 
programs, nteeting with representatives of each agency, and perhaps sending a site- 
visit team to look over the, agency and meet with its^ staff. Suggestions are made to 
agency staff regarding improvements that the United' Wsiy would like to see made 
(such as shifts in program emphases, changes in accounting or budgeting procedures, 
alteration in clientele served). Review or allocation committees have real power icS 
make decisions regarding allocations, but almost always within a very narrow range. 
Once these decisions are made, the board of directors usually apcepts them, with 
little question. The only time major questions arise is when some allocation decision 
appears to be ^'rocking the boat." Then the board of the United W^^y^ji likely to* 
reestablish a "fair^^llocati(in".to the agency in question, giving it the benefit of the 
doubt if it is an established agency and cutting down on some newer agencyc 

Recommendation On^ ' 

Local United Ways shodid be encouraged to make greater year-to-year change in 
agency allocations according to local community needs and priorities and according 
to variatiofjs in agency performance. ^ ' 



^ Accountability in the United Way System 



As we have noted at Jength. earlier, the United Way pf America national 
coordinating organization is relatively unaccountable lo its constituent United Way 
membershfp across the country. There is no official accountability via representation 
of local' United Way executives on the UWA board of directors. Such accountztbility 
as there is exists for the staff executives of the largest local United Ways (top 10 or 
top 20 cities) through the informal spontacts ancrmeetings of these executives and 
their coAiroittee work in- connection with the UWA. We have already suggested ways 
inf which this situation could be improved 

At the local level itself, there is only a vague kind of general accountability, 
based largely on informal channels of ^communication and acceptance of reported 
activities at face value.. The performance of United Way supported agencies 1s 
mainly exanfiined from the standpoint of the program budgeting and accounting 
that they submit,, together with some, occasional site-visit information. Gijjpn 
the results of allocation decisions, and the pressures to maintain these decisions over 
'time,' it is not surprising th^t more carefuf evaluation is not^done. Yet therp is 
evidence that the agencies' themselves represent marked variations in quality of 
services and public image. 

. Recdrnmendatibi^ Two ^ 

. * Locaf United Ways should be encouraged to perform careful and thorough 
r^»^^'^**-70? evaludtlops of all agencies that they support each year, utilizing 



Int^kw and/or questionnaire Sata from agency staff, agency clier}ts, and random \ 
reprpsentatives of the Intended client population and public at large, in addition to' ^ 
the itstiQl internal program budgeting and accounting data.'^These evaluations should ' 
be taken into account in making allocation decisiojis/rather than simply continuing 
the prj^vipus year's alldcation at about the same level, (see Recommendation^One, 
this (Chapter).-' ' ^ . ' ' ^ 

' Priority Planning And Public Needs 

^ As should be clear froAi the foregoing, the United Way movement does not 
currently set much, store by priority planning and the. utjiization of philanth^pic 
funds to meet current public needs. Since access to these funds is tightly controlled 
and since allocations show very little change from year to year, it matters little what 
current priorities are. In earlier years. Health and Welfare Councils and similar 
policy planning bodies attempted to make priority studieis and to recommend 
changes in how funds are allocated. Currently, such planning bodies are being 
^ased out of ^xis^nce; perhaps partly because they raise embarrassing questions 
about why there is little or no relation between the^f'esults of .priority studies and 
the way United Way funds arfe' allocate^. In our brief pilot purvey we discovered 
two major instances vybere careful cotfimunity priority , planning ^studies were 
performed, acce^ted^^d *then never implemented. The forces perpetuating the 
present allocation and access arrangements seem to be much more powerful than a 

^concern for meeting the public needs in the b^st way possible. Pul^lic needs and 
community priorities are defined (either implicitly or explicitly) by the United Way 
as those needs and priorities currently, being satisfied by United Way agencies. This 
make^.the whole systpm^ quite balanced and consistent, but it does not serve the 
public interest , 




Recommendation Three - ; 

Local United Ways should be encouraged to make conscientious attempts to ^ 
discover what current community needs and priorities are, folloy^ by equally 
conscientrous attempts to-, alter funding decisions to conform more closely to 
established priorities and heed s. \ . # . 



CONCLUSION 



In this brief paper Wfe have only been able to scratch the surface of a complex, 
' subject of grear importance to philanthropy and the voluntary sector in America^ 
Yet, if our research, and that of ojthers who have examined the same subject matter^ 
indicates anything it is that ther^ ar^ great problems with federated fund raising, as 
well as great virtues. The virtues have mainly to do with the amounts of ^money 
raised for philanthropic purpoW The problems have to do with how that money js 
raised,^ allocated, and^ accounted for* . \ 

In ihe VoadesHerms, the cdnclusions of our study are that the current practices 
of the United Way movement (and similar federated fund raising organizations) need 
a great deal of change if this movement is to be.able to serve the public interest t^ 
a re?isonable degree. The public Interest requires that there be alternative majofr 
federated campaigns irt the near term in order to represent the full rangr-*6f 
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important charitable organizations working toward the accomplishment of a broad 
set of human and public needs. The set. of public and human needs currently and 
historically served by the Uhited Way movement is an imiport^ant one but it is only, 
a narrow i segment of the whole spectru;n, contrary to what -the United Way 
organizations and the* national United Way of Anferica publicly profess. 

In the longer term, our study and those of others raise serious doabts regarding, 
whether any large federated fund raising organization such as a United Way or its 
equivalent can ever break out of the com'plex of political, economic, and social 
forces that prevent it from being responsive to community needs as they change 
over time and from being alert to major variations in the quality of performance of 
Agencies, adjusting both access and allocations in accford with such performance 
variations. United Ways have some responsiveness to changing needs, do some 
performance evaluation, make some corresponding changes In access and allocations.' 
But such acjions are almost invariably very inadequate. Therefore, we must, 
relucUntly, make the following fin^l recommendation: Un/ess the United' Way and 
sfm/far federated fund raising and aiiocation organizations can meet the chaiienges 
of increasing their overaii responsiveness to the pubiic interest aiopg the iines 
suggested in the many eariier recommendations, federated fund raising and aiioca- 
tion organizations should be legislated out of existence on public interest grounds, 
much in the same vjay that business cartels, trusts, and the like were legislated out 
of existence earlier Jn this century, even though they, like the United Ways, were 
very "efficient and effective, 7 ... . ; 
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^ WHO'S FUNDING THE WOMEN'S MQN/EiJeNT 

' *^ M^ry Jean TuUy^ 

A recent survey of women's groups and women's organizations by NOW Legal 
Defense ind Educational Fund indrcates 'very clearly .that the women's movement 
has been aJmos^ erttirely shut out by the philanthropic establishment. Conversations' 
with the major tax-deductible feminist brganizafions reveal few foundation grants^ 
and virtually none from corporations. Foundation support "hasT been at a low level 
and his come from only about 20 of the nearly 30,(^00 foundations in the country. 
Corporate support has been forthcoming in yery small amounts and h», so far as 
has been discovered to date, involved only about a dozen co/Rorations. 

Non^ oLthis is from lack of epportunjty to contribute. From all reports, both 
foundations ^nd corporations have been besieged with reqgesb^or funds fro.m a 
variety, of women's gro^Ps^ ranging from small to .large, loAl to national, all 
involving many different kinds of projects: litigation; education, entertainment, 
women's centers, abortion referr^ils,' legal counseling, celebrations of InternationaL 
^ Women's Year, and numerous others. Funds for legislative activities, such asithe^ 
Equal Rights Amendment, have been, scarcer, in spite of the fact that there is some 
evidence that corporations, especially insurance companies, have been funding the 
anti-ERA forces. t • * ^ 

What appears to have happened in both the corporation and the foundation " 
worlds is that the uproar over women's rights has pressured donors into contributing 
in a modest way to projects that concern women. Wftl}ey have been unwilling to 
'contribute to tfipse groups that are avowedly fewfinist in purpose, that were 
organized^by women, that are run by womeh, and that have as their major goal the 
elimination of sex discrimination in ail areas of American life. > . 

Thanks to the Foundation Center, it is simply a matter of research and definition 
to track foundation grants to women's projects. One thing quickly become^ clear: 
the bulk*of*the money that has gone for such projecb has gone not to the feminist 
organizations but to established; \yomen's grou|::(s and' institutions. ^Even using a 
loose definition of whatLconstttute^ a |n'oiect;^at is designed to improve ihe status 
of women,, one can identify only something In the neighborhood of $12 million in 
fpundatlon grants frprfi the beginning of 1972 through the end of l974^Thjs is out 
.<?f a t6tal of approximately ^$7 billfon-/ess than bae fifth of one percent Of tfiis ' 
xjgintiount^ probably no more ^tfian $2f million, at best, has found its way to 
^^organizations that feminists would define as feminist. / 

Given the. secrecy about con^jilSutionji that prevailsl^ in-ffie corporation world, it is 
considi^rabjy^ more difficult to discover just what .$(5/porations hav^ done -in this; 
/ar^ Since there is no ready source of data about corporate contributions, U'Wa^^ 
necessary", to gp .to the would-be recipients, to the Jarg^sf and best 'kilpwn of thfe^ 
f cn\inist organ^i^ations. As ^as true with founa^]^$,^:ij^ch of . ^yhaf little 
corporations have done for women has been in a traditibpil^^in-coniritutions to 
women's colleges, scholarships for wonrien engineering student, secretarial-training 
programs for high school dropouts, anc| gifts to established women's prganizations 
s6ch as* the League of Women Voters. Very, vpry lUtle has gone to the bcganization^, 
formed for the specifig- purpose of working fof^eq&| rigbts^for women. To date, thi^' 
survey has tume'd U|i only ^12 corporationi/.TO|t,:^^^ to feminiji. 

organizations. Dollar amounts have, beeri mip|J^'tn^ronly 3 gifts oyer $5,000 Were 
reported. ^ ' ' , , ^ " .v' 

Thtjre are indications that local offtces' of jfjationwide corporatipns have< 
supported local women's groups with small amouhts of money and with help in the, 
form of free .space, furntime, use of WATS' lines, social-service leave perionnef. 



resident, NOW Legal Defense and Education F^umJ. 
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donations of products/ and other forrps of in-kind assistance. The actual anfount 
contributed is probably very small. The women's movement is so large and so 
amorphous that a^'6o?hprehensive, defH^itive study of sufJport'would be difficult. Jt 
is also unlikely that it Vould reveal'much additional information. It is obvious that 
if corporations wqre going to contribute heavily to the women's movement, they 
would bcTfoing^it witlj those nationwide organizations that have already been 
feferred to. Jt is also Uxely that significant amounts^of corporate support at the 
loc^l level v/buld havC been repprted by corporate contributions officers to the 
various solkitors. ^om national organizatiqns who have approached them. The 
*absej?le of'iuch reports makes it likely that such support does not exist on any 
kind of large scale, f • . , 

•Two of /the most successful nationwide feminist«organizations, where fund raising 
is* concerned, are the. Women^s Action Alliance (WAA)^and the NOW Legal Defense 
and Ed^c^on Fund (fslLDEF). Both have been in business for four or five years 
and bo.th Mve received corporation and foundation func^. The W>^A reports 6 
fouadations grants for a total of $'85,000 and 6 cbrpbration grants totaling 
.$30,000.' NLDEF7 foundation grants amount^ to $176,000, in 8 grants; 4 
.corporations have provided support, for a total of $18,500. Both organizations have 
had a cerfaTrr amount of success raising money by. direct mail; the NLDEF has 
raised over $100,000, WAA, $80>000. 

No significant contributions from unions or church groups have been found. 
Local units of the Junior League have recently been making contributions to 
feminist organizations for litigation. . 

Representatives of the following organizations were surveyed by NLDEF with 
regard to" their finding sources: , ^. 

Wo men's Projects in Other Organizatic^ns : / 

ACLU Women's Rights Project J • ^ k 

American Association of Colleges. Project on Women* * 

American Council on Education Project on Women in Higher Education . * 

Center for Law and Social Policy j 

Ea/gleton Institute Center for American Women ancf Politics ^ 

NAACP LDEF Project on Black Women's Employment 

National Foundation for the Improvement of Education 

Urban Institute Research. Project on Women . * / * 

Wellesley Center for the Study of Women in Higher Education and the Professions 

Womeni^ivil Rights Organizations ^ J> 

Boston Bicentennial Tafsk Force on Stewardesses foT^VJVnen's^ Rights 

WorTfen\ v jhe Feminist Press • 

Center for Women Poll|y/r Studies WEAL Legal Defense and Education 
Celebrate Women F^""^ . 

Federation of Organizations- for ."Woman Alive" 

- Professional Women Women Employed 

National Black Feminists Organization Women in the Arts 

"^National Committee on Houseliold Women jnvblved 

^Employment* \, Women's Action Alliance ^ 

National Women's Education Fund Women's Law Fund 

• ^1 

Kline to Five * Women's Law ^oject ' ^ 
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PATTERNS OF ETHNIC AND CLASS DISCRIMINATION 
IN THE CORPORATE AND PHILANTHROPIC WORLD 

* ^ ■=>> V . * 

,Geno Baroni^ Arthur Naparstek* 
and . , 

^ Karen Kollia^' ' > 

* 

This report, discusses the relationship betw^n the private sector and ethnic/ 
working* class people and their organizations by assessing two issues, one, patterns 
of ethnic and class disa^mination in the middle and upper levels of corporate 
managenjent an^J, ^wo, the extent to -sUiich private philanthropy supports ethnic/ 
wof king ctess community orWnizatiohs. 




Statement of the Problem 

— ■ . ' , ^ . . 

During"^ the decade of the sixti6^, several natimial foundations took the lead in 
launching* a national effort to addrfess social and 9conon3ic problems. A working 
^ alliance of social and political scientists, policy analysts, federal bureaucrats, and 
othSt;s influepccd. the federaL government to commit itself explicitly to a struggle 
against poverty and racial discrimination. 

President Johnson's -War on Poverty, which ir> large p^rt had its origins in the. 
^ Grey Areas program supported by The Ford Foundation, was principal among the 
\ social innovations of this era. BMt by 196]a,Ttbe^ alliances broke down, and public 
, ^support for the War cfn Poverty dramatically abated. ^ ^ 

Tffe experience of the sixti.es deafly demonstrates that problems of poverty and ^ 
economic and- social discrimination are relative cbnditions with different implica- 
tions for people throughouVsociety. Tor example, Mitchell Svirdoff, in the 1969, 
FordT^oundation Annual Rep^t, notes that the policies and program^ of the 1^60$ 
^at were exclusively aimed at poverty and racism >vere appropriate and necessary in 
the .short run buf ^ay have had unfortunate consequences in the longer run. 
Svirdoff states:/ "..>fb^r,the polarization that today puts Am*erican ^ciety under 
* strain stems in targe patt from the dissatisfactions of whites in the near poor, lower 
^middle cTass and mi(JdleVlasses, those left out of much pecent public programming. 
This predominantly workmg class sector has smce the thirties been a/prime benefi- 
ciary of government programs and legislatic/n-Social Security,^ the National Labdr « 
Relations *Act, Federal Housing and even highway programs. Nevertheless, they see 
themselves as paying a Idisp.npportionatp ^amount of both the social and monetary 
\ costs of th^ innovations of th^sixties." v 

Be it foundation ^or federal policy and programs, the legitimate concerns of 
' ethnic/working class Americans Ve often ignored. Several explanations for ignoring 
this group are often put forth by> representatives of the philanthrdpic community: 

• - ' \ ' 

1. Those concerned with domes\(c issues assume that the conditions of life in 

white working class neighborhoods are, not. worthy of attention. It is often thought^ 

that people living there had the optio^Jiptp move out; that they had the economic _ 

mobility and the color to do so. 

^ . ^ , . : - ; 

tFoundcr and president, the National Center for Urban -Ethnic Affairs, Washington, D.C. 
, Director of public policy and program development, the National Cenjter for Urban Ethnic Affairs. 
^^Pollcy analy»st, the National Center for Urban Ethnic Affairs. ^ 

o - , 
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2, Others who are concerned with racism and discrimination define the probrem" 

onfy within thfc context of puvefly ai dictated to specific racfel, geographic, and 
economic grou(>l^he result .being that poverty is defined in absojule terras and that 
foundations are^^isked to support those innovations that are needed to reform social 
institutions and provide mobility opportunities for poor people, and more partic- 
ularly, poor minorities. Attention is, not paid to universal ^^roblems of inequ^ity, 
social injustice, and exclusion and how these forces have differential impacts on 
different groups of people. . - ^ 

" 3. Otl^ers/j-egj^rd ethnicity as a divisive force in ^XmericarMife^ Few decision 
makers' in private philanthropy understand the pluralistic nature'' of American 
society. Although some of the worthwhile foundation supportctKpKjjects concern 
themselves with ethfflc minorities, few projects deal with ethnic, racial, and religious 
diversity. One consequence is that we h^ve not developed the^ co/n pete nee or in- 
sights in dealing with pluralism and in wprkmg constructively to'resolve ttipse social 
tensions that result from intercultural and interracial competition and conflict. 
Foundation executives often place the needs of minorities and white working class 
ethnics in a competitive framework. 

^ The issue is not to make a choice between'^ethnic/worker concerns|.and ppor/ 
Black xoncerns. The. key is a recognition of the pluralistic nature of society-tfi^t 
every community has legitimate-concerns and>lh^ if public policies ai^ to succeed, 
Ihey must meet, not Ignore, the needs of ail urtJan groups. If policieiTnd programs 
do not Jace these needs and at'tempt to meet them, they in effect'sow the seeds for 
even greater polarity and division between those whose needs are considered and 
those whose are not.- , ' * ' . 



Patterns of Etfinic and Class Discrimination in the Corporate World 

Evider^be is beginning to show patterns of ethnic and class discriliiinatlon In the 
corporate world. If one assumes that corporations and foundations have a respon- 
tibility to the public, then issues of accessibility and accounubility must be con- 
sidered. Although bur data base is quite preliminary, we find few positions of power 
in the foundation or corporate world that are held by white or nonwhite ethnic 
working clais people. The Vocjpsses g3yerning who, obtains management positions, 
who serves on corporate and philanthropic boards, appear to exclude a large pro- 
portion of Americans. ^ " <. 

Senator Mondale, in a speech on the Senate floor, noted the following: *Mn this 
country today, there are precious few women and rninority group members at the 
middfe and upper levels of management-the executive suite-in business and indus- 
try, bess obvious but no less true, there are di.scouragingly few representatives of 
these Southern and Eastern European ethnic groups at these same management 
levels. Polish, Italian an/other-Slavic ethnic groups are beginning to take a hard 
look at theFr own participation in the American dream. They are finding that they 
ar.e a' long way from 'having made it.* They are asking questions and lool^ng for 
data relating to their* condition.'* ^ " \\, 

Taking a lead from the American Jewish Committee, an organization tfiai^has 
conducted important, studies to measure the executive mobility of Jews, a study was 
.prepared for the National Center for Urban Ethnic Affairs to examine the' ethnic 
composition of boards .of directors or executive offices of the 106 major national 
corporations and financial institutions headquartered in Chicago. The study was con- 
ducted by Dr. Russell Barta, a social science professor at Mundelein College in 
Chicago, in conjunction with the Institute for Urban Life. It was to discover how 
-lany ltaliar\s, Poles, Latins, ?nd Blacks were members of the boards of directors or- 



officers of the 106 firms. More than half (6,6 percent) of the corporations had.been 
jocluded in Fortune magaiJine'sJ972djit_oX,thQ JQO largest corporations in the 
United States. . 

Dr. Barta found that while the 4 groups studied represented jiearly 34 percent of 
the 7 ipiUion residents of the greater Chicago Metropolitan Area, only '36 
directors-less than 3 percent of the total 1,341 directocSrOtid fl2 officers-less than 
4^percent of the totaft 1,355 officers-were Polish, Juliao, Black, or Latin. Fifty^five 
of the. 106 corporations' had no Pojes, Italians, Latins, or Blacks serving as e1tf)er 
directors or officers.. In fact, Poles, Latins, and Blacks were virtually absent from 
the upper echelons of Chicago's largest corporations. Of the 106 firms, 102 had no 
Polish directpr aod 97 ha^i no Polish officers. Only one corporation had a Black^ 
ofRcerj t*vo had Latin officers. _ . r ^ 

While Italians had better ^presentation in the executive suites, 84 corporations 
had no HTSfian directors and 75 no- Italian officers. The Italian statistics were 
misleading -beeause oi^of'the firms studied, the, Admiral Corporation, is 
Italian^American owned and operated and because Dr. John Rettali^, an Italian 
and the former president of the Illinois Institute of TechnoJogy, was at the, time a 
meniber of 9 of the 106 boards studied. 

AlthlDugh Poles make up 6.9 percent of the Chicago metropolitan population, 
only O.J percent of the corporate directors^are Polish. Italians, at 4.8 percyifof the 
population, comprised 0.4 percent of the directors; and Latins, at,4.4 per^nt of the 
population, accounted^ for only 0.1 percent of the directors. The^^lme general 
patternrtield true for company offic^^rs. The ethnics were, on the average, better 
reoresented t^i^ the Blacks, It was oBvious, however, that none of the groups had 
"ma$ie it" ^ndlnat the top layers of corporate ma^nagement are still closed to them. 

The question^'as to why ethnics are not better represented at the top in industry 
brought responses that ranged frdpi ''conscious discrimj nation" to '^company tradi-. 
tion" and **the clubishness of tHe excutive suite," where boards especially tend to 
seek out people with similar backgrounds. ^ 

That minority groups tend to go into Xhe professions rather than into the 
•corporate structure, which has been generaUy documented, was offered as an ctxcuse 
as to -why more Blacks, and ethnics are no't seen at higher levels in industry; 

Some of.-the reactions to the study are of interest: * 

^ Dayia Roth, Midwest director of, ihe American jewish Comrriittee: "The Poles „ 
,^nd l^lans are grougs^hat attempted to homogenize into the society, but the 
second ^alnBlhrrd generations are' discovering that it takes more than time to become 
part of the mainstream.** * * 

*' ' . ^* . • ; 

Anthony j. Tornelli, a QtMcagcT attorn&y ,and a leader of th^ Chicago Polish 
Italian Conference: "If we are such a large percentage of the national populatiort, 
jHhy do we have, sych^ small percentage of the top jobs? Either we are a minority 
In numbers or a min6rity jn thought. Either business is ignoring an untapped vast 
resource or there is a conscious ^effgrt to exclude. The statistics say something is 
• wrong. I^hink the decision is conscious. I feel there is conscious effort to exclude 
at hiring. Can you believe that four groups have been excluded without a conscious 
effort? I am on my own beeaise of a deepcooted feeling Td never make it in one of 
the corporations.** f 

Mitcliell P. Kobelinski, fornr^r president of the Illinois Polish National Alliance 
and a -director of the Export-Import Bank: "The Executive Suitejtudy.-^eaJcs for 
itself and shifts the burden of proof to the corporations. Wit^r the existing popula- 
tion percentages of the four minority groups represented in the study, it couldn*t be 
coincidence."^ It must^be design. You (corporations) prove to us you haven*t been 
cftfia-lminati n^ **'--^ 
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john M. Coulter, director of Merit Employment, Manpower and development 
Training tfor the Chicago Association of Commerce and Industry, ''Mosb major 
corporations ,had' some fairly rigid and strict identification in the^st-a l^dge, 
university, specific denoniination, possibly an ethnic group. Boards tenaHQseekjout 
people with Ike backgfounds even wbile trying to'find the best m&n they cl^vy (An 
interesting footnote ^s that* the (Chicago Association of* Commerce and Industry, 
with a membership of 5,000 firnf]s, has an SS-rpan board which includes four Blacks 

€1 no Poles, Italians, or Latins. Of the" association's 16 officers, none were from 
four groups studied.) ' ' 

Dr. Rettaliata, who is on 16 boards, 9 of whicTTwere in the executive '^uite 
study, admitted to being, surprised at the low levels of <^nic participation, but 
added, "Anyone who is qualified and is no crusader who will enjbarrass the 
company can become, an officer or a board member. There is no reason- why an 
ethnic ca*l^ go as far as anyone." Walter H.Clark, vice-president of the First 
Federal Savings and Loan Association of Chicago, and the only Black officer in the 
106 corporations studied^ *'lt (the study) doesn't ^surprise me. We are seeing the 
results of years of discrimination. For the average black kid the statistics don't show 
any bright spots." ^ " , • 

The Chicago executive suite study was purposely linnit^d in scope, but the 
results show that there is enough evidence to warrant further studies of representa- 
tion levels in civic groups (such as*public'boards and comnnissioris), private agencies, 
associations, foundations, and social organizations at the national, state, and local 
levels. 



Private Philanthropy's Support of 
Neighborhood Organizations 

* ^ . « 

To assess private s'ector support for working class/ethnic connmunity based non- 
profit organizations, the National Center for Urban Ethnic Affairs (NCUEA) sent 
out a questionnaire to 40 different groups. Three type^ of organizations were 
sampled. '(1) ethnic organizatons with an emphasis on education, cultural enrich- 
ment, and the delivery of human services; (2) conlmunity organizations with an 
emphasis on social change through social action strategies; (3) neighborhood-based 
economic development organizations with a, program emphasis on community 
development corporations and neighborhood credit unions. 

Over 50 percent of the groups responded ^o the -questibnnaire, either by tele- 
, phone or in writing. A breakdown of the respondents indicates a 'representative 
distribution of/each type of organization in the sample. 

Ethnic organizations. Ethnic organizations reported that they had the most 
difficulty obtaining support from local foundations and, other local funding sources 
') such as United Funds and Community Chests and corpdrationsv Perhaps the most 
t significant finding relates to instances in which local funding sources contribute to 
*Vacial tensions between white 'and nonwhite culturally oriented organizations. 
Respondents reported that representatives of funding sources often define 
"ethnicity" m the context of race, resulting in the exclusion of cultural progranns 
that reflect a European nationality.^ ^ ^ , 

In obtaining support for human services,' ethnic associations did relatively well in 
their /negotiations with local funding sources. However, oyer 75 percent ofS^ie 
Respondents reported significant inequities in the manner in which United Fund 
money was distributed. When compare'd/with established agencies, ethnic and 
comnnunity-based groups received a relatively small proportion of the total. Compe- 
A ♦'tion for local dollars is also put in the context of rac^The perception,^ alhough 



ERIC 



' 4'^ 2 



1390 



Conclusions 



Although the aforementioned research is exploratory,. several frrferences can be 
drawi^. Jf the^public interestjs to be served, the private sector irfust take actions 
that recognize ethnic, racial, and clas^ diversify. The traditional jPundiog practices of 
philanthropic organizations stimulate competition ^between whites and nonwhites.Jf 
there is to be genuine social progress and equity, the private. sector nriust recognize , 
that ethnic and racial, minorities have related problems and goals, and it must come 
together to insure that full participation and economit mobility are available to 
everyone. • . * ' ' 

In light of the Filer Commission study of American philanthropy, the evidence ^ 
suggests the need for ^he following: 

1. For foundations and corporations to examine themselves, not only in terms of 
the legitimate concerns of minority representation on^bbards, management positions, 
and grant awards, but also to take actions to open -up the "executive-suite** so that 
real ethnic, racial,. and class diversity is represented. It is recomaiended that research- 
be commissioned to determine actual ethnic and rapial representation in the corpo* 
rate structure, in foundations, and in private commissions and associations. Only 
through public disclosure can we determine hpw different groups of, Americans 
share in the power and affluence of the philanthropic comnlunity. 

, 2, For ^t^e CoiHicil on Foundations to encourage national foundations to 
establish 'Intermediary institution^.** to work with locallv-base<l community groups 
in terms of ••resource developmenf, technical' assistance, and general support. The 
intermediary, institutions would in effect receive grants from large foundations and 
make awards to local jrpups. 




In the context of this paper we support the following proposals regarding 
allocation, accessibility, and accouRtability^Vhich are being considered by the* 
Community Leadership Conference on Private PhilanthropySnd Public NeWs: 

ized private funding sources ^that clistribute tax-exempt dollars shall 
expand their boards of directors !o include significant representation 
era^ public^ and nonprofit agencies and, in particular, women, 
"ethnics.** ' ^ ^ . ^ 

2. All organized private funding sources '^hall prepare and disseminate mforpia- 
tion abo^t.their priorities for funding, eligibility , criteria, and application procedures 
in order tl\at all eligible applicants have equal opportunity to apply. " 

3! All ^nonprofit organizations /shall provide complete and uniform financial 
information, goal and program statements, criteria for evaluation and evaluation 
reports to a central source; this information should be readily available tOtthe public. 

' / 1; ♦ 

4. A permanent commission shall be established to colJect information ^"jH , 
• tax-exempt organizations and make this information available in concise ^d^^ 
« inex()ensive form fo the general public. 

5. Tax^exemat organizations ^hall not be restricted ir) any way from lobbying in 
furtherance of the charitable purposes of the organization. * * * 
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exaggerated and xlistorted/ is that minorities receive the largest share of hi/man- 
service money. This notion is often sOpported by local media campaigns sponsored 
by Unjted Funds and Community Chest organizations. 

. National foundation support for organizations with a multi-cultural perspective 
was also problematic. Consider the following: Five organizations responded that 
they did not highlight the issue of ethnicity in any of theit; proposals or in dealmg 
with the foundations. Eleven groups reported negative reactions from foundations 
when they have incorporated ethnicity into their programs. Six received grants for 
programs that hfghlighted ethnicity; however, it shpuld be noted that three of these ' 
wjere funded by tfie National Center for Urban Ethnic Affairs. 

Many stated that "there was no use in trying" when it came to raising funds for 
programs with an emphasis on ethnicity, unless it was by NCUEA or related to 
ethnfc studies. ^ 

Community 'organizations^ A large majority of the respondents had negative 
experiences witfi national foundations. Excluding the sub-grants awarded by 
^ NCl>E;\, only three organizations received 'national foundation funds. 

The following comments are representative of attitudes of community organiza- 
tion respondents toward national' foundations: NationaLfoundations are, not sensitive 
.to neighborhood needs; too much staff time was demanded in negotiations with 
national foundations; national grants were made on a personal basis rather than on 
merit; new and nontraditional programs were ofteh given low priority; the decision- 
making mechanism for awards is bewildering and inaccessible to local folk (Most 
respondents reported a "run around!' when criteria for rejection was cequested. In 
fact, one respondent, mystified by tjie entire process, referred to grantsmanship as 
an "occult science");, foundation board members and staff imposed national issue 
agendas on local groups. ' , 

Approximately 50 percent of the. groups receive funds from local funding 
sources. However, nine of these groups Indicated that local foundation boards did 
not represent the constituencies they were funding, that they often represented 
interests that were in direct conflict with the organization's action agenda and 
generaljy were conservative in ideology and thus were hesitant to fund 
"nontraditional programs." Another problem was that there was "too much com- 
>^ petition" among local activist organizations for the few foundations open to such 
new programs; and when money was made available, there were stringent matching 
requirements. ' . 

t 

Economic development organizations. Seven organizations are mvolved in either 
CDC or credit union programs and thus. are receiving funds from either a federal 
agency, local foundation, or a sectarian funding source. Only one organization 
,^ receives funds from a national foundation for program devel6pment in this area, 
droups in this category generally evolved from mass-based community organiza* 
tions. As most representatives of funding sources db not understand the ontological 
development of community organizations, all the gcoMps have had difficulty In 
, generating seed money for,de,velopment purposes. Witii the e)^ception of The Ford 
, ^,^Fo,undation and t|ie Campaign for Human Development, private philantiiropy 
^appears to have ignored the various progfaKis that can be utilized foriieighborhood 
developirlent purposes and simultaneously help community groups to become self- 
'•Supporting. * ^ ,^ 



